APPENDIX B

SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION

Set forth below are abridged or summarized excerpts of certain sections of the General
Resolution. In some instances, the General Resolution permits the modification of certain of its
provisions by a Supplemental Resolution relating to a specific Series of Bonds. Certain modifications to
the General Resolution, which have been made with respect to the 2019 Bonds by the. provisions of the
2019 Supplemental Resolutions, have also been summarized below. The excerpts set forth below do not
purport to be complete or to cover all sections of the General Resolution. Reference is made to the
General Resolution and the Supplemental Resolutions relating to each Series of Bonds, copies of which
are on file with the Corporation and the Trustee, for a complete statement of the rights, duties and
obligations of the Corporation, the Trustee and the Bond owners thereunder.

Contract With Bond Owners—Security for Bonds—Lim;’ted.Obligation _

In consideration of the purchase and acceptance of the Bonds by those who shall own the same
from time to time, the provisions of the General Resolution shall be deemed to be and shall.constitute a
contract among the Corporation, the Trustee and the owners from time to time of such Bonds. The
pledges and assignments made in the General Resolution and the provisions, covenants and agreements
therein set forth to be performed by or on behalf of the Corporation shall be for the benefit, protection and
security of the owners of any and all of such Bonds, each of which, regardless of the time of its issue or
maturity, shall be of equal rank without preference, priority or distinction over any other thereof except as
expressly provided in the General Resolution or a Supplemental Resolution authorizing a Series of Bonds.
The Corporation pledges the Revenues and all amounts held in any Account established under the
General Resolution to the payment of the principal or Redemption Price of and interest on the Bonds,
subject to provisions permitting the use and application of such amounts for stated purposes, as provided
in the General Resolution; provided, however, that notwithstanding anything to the contrary contained in
the General Resolution, thé Corporation may, pursuant to a Supplemental Resolution authorizing the
issuance of a Series of Bonds, also pledge such Revenues and amounts to one or more Credit Facility
Providers who have provided Credit Facilities to secure such Series of Bonds and such further pledge may
be either on a parity with or subordinate to the pledge set forth in this paragraph to secure the payment of
the Bonds, all as set forth in such Supplemental Resolution; and provided further, however, that the
Corporation may, pursuant to a Supplemental Resolution, provide that amounts in an Account established
pursuant to such Supplemental Resolution be excluded from the pledge set forth in this paragraph to
secure the payment of the Bonds or otherwise limit such pledge with respect to such Account. The
foregoing pledge does not include amounts on deposit in or required to be deposited in the Rebate Fund.
The Bonds shall be special revenue obligations of the Corporation payable solely from the revenues and
assets pledged therefor pursuant to the General Resolution. ’

- Provisions for Issuance of Bonds

In order to provide sufficient funds for financing the Corporation Corporate Purposes, Bonds of
the Corporation are authorized to be issued without limitation as to amount except as may be provided by
law. The Bonds shall be executed by the Corporation for issuance and delivered to the Trustee and
thereupon shall be authenticated by the Trustee and delivered to the Corporation or upon its order, but
only upon the receipt by the Trustee of, among other things:
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(a) a Bond Counsel’s Opinion to the effect that (i) the General Resolution and the
Supplemental Resolution have been duly adopted by the Corporation and are in full force and
“effect and are valid and binding upon the Corporation and enforceable in accordance with their
terms (except to the extent that the enforceability thereof may be limited by bankruptcy,
insolvency and other laws affecting creditors’ rights and remedies and is subject to general
- principles of equity (regardless of whether such enforceability is considered in 2 proceeding in
equity or at law)); (ii) the General Resolution and such Supplemental Resolution create the valid
pledge and lien which they purport to create of and on the Revenues and all the Accounts
established under the General Resolution and such Supplemental Resolution and monies and
securities on deposit therein, subject to the use and application thereof for or to the purposes and
on the terms and conditions permitted by the General Resolution and such Supplemental
Resolution; and (iii) upon the execution, authentication and delivery thereof, such Bonds will
have been duly and validly authorized and issued in accordance with the laws of the State,
including the Act as amended to the date of such Opinion, and in accordance with the General
Resolution and such Supplemental Resolution;

“(b) a written order as to the delivery of such Bonds, signed by an Authorized Officer;

(c) the amount of the proceeds of such Bonds to be deposited with the Trustee
pursuant to the General Resolution;

) a Cash Flow Statement conforming to the requirements of the General
Resolution; and

(e) except with respect to the initial Series of Bonds issued under the General
Resolution, confirmation of the then existing rating on the Bonds (other than Subordinate Bonds)
by each of the Rating Agencies.

Refunding Bonds

Refunding Bonds of the Corporation may be issued under and secured by the General Resolution,
subject to the conditions provided in the General Resolution, from time to time, for the purpose of
- providing funds, with any other available funds, for (i) redeeming (or purchasing in lieu of redemption)
prior to their maturity or maturities, or retiring at their maturity or maturities, all or any part of the
Outstanding Bonds of any Series, including the payment of any redemption premium thereon (or
premium, to the extent permitted by law, included in the purchase price, if purchased in lieu of
redemption), (ii) making any required deposits to the Debt Service Reserve Account, (iii) if deemed
necessary by the Corporation, paying the interest to accrue on the refunding Bonds or refunded Bonds to
the date fixed for their redemption (or purchase) and (iv) paying any expenses in connection with such
refunding. Before such Bonds shall be issued, the Corporation shall adopt a Supplemental Resolution
authorizing the issuance and sale of such Bonds, fixing the amount and the details thereof, describing the
Bonds to be redeemed and setting forth determinations required by the General Resolution.

Except as otherwise provided in the Supplemental Resolution authorizing a Series of refunding
Bonds, refunding Bonds shall be on a parity with and shall be entitled to the same benefit and security of
the General Resolution as all other Bonds (other than Subordinate Bonds) issued under the General
Resolution, provided, however, a Supplemental Resolution may provide for differences in the maturities
- thereof or the Interest Payment Dates or the rate or rates of interest or the provisions for redemption.

Before any Series of refunding Bonds shall be authenticated and delivered by the Trustee, there
shall be on file with the Trustee, among other things, the following:
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(a) the documents specified under the heading “Provisions for Issuance of Bonds™;

(b) a certificate of an Authorized Officer stating that the proceeds (excluding accrued
interest but including any premium) of such refunding Bonds, together with any monies which
have been made available to the Trustee for the purpose of paying Debt Service, or the principal
of and the interest on the investment of such proceeds or any such monies, will be not less than an
amount sufficient to pay the principal of and the redemption premium, if any, on the Bonds to be
refunded and the interest which will become due and payable on or prior to the date of their
payment or redemption and the expenses in connection with such refunding and to make any
required deposits to the Debt Service Reserve Account; and

(©) if all or part of the refunded Bonds are to be redeemed prior to maturity,
irrevocable instructions from an Authorized Officer to the Trustee to redeem the applicable
Bonds.

The proceeds of such refunding Bonds and the investment income therefrom shall, to the extent
practicable, be invested and reinvested by the Trustee, with the approval of the Corporation in Investment
Securities, and the moniés so invested shall be available for use when required.

Application and Disbursement of Bond Proceeds

Unless otherwise provided in the applicable Supplemental Resolution, the proceeds of sale of a
Series of Bonds, shall, as soon as practicable upon the delivery of such Bonds by the Trustee, be applied
as follows:

0 the amount, if any, received at such time as a premium above the aggregate
principal amount of such Bonds shall be applied as specified in the Certificate of an Authorized
Officer, and such portion of the amount, if any, received as accrued interest shall be deposited in
the Revenue Account as shall be directed by an Authorized Officer; -

2) with respect to any Series issued for the purpose of refunding Bonds or any other
bonds, notes or other obligations of the Corporation or other entity, the amount, if any, required to
pay Costs of Issuance, as designated by an Authorized Officer, shall be deposited in the Bond
Proceeds Account;

E)) with respect to any Series issued for the purpose of refunding Bonds or any other
bonds, notes or other obligations of the Corporation or other entity, the balance remaining after
such deposits have been made as specified in (1) and (2) above shall be applied as specified in the
Supplemental Resolution authorizing such Series;

G the amount, if any, necessary to cause the amount on deposit in the Debt Service
Reserve Account to equal the Debt Service Reserve Account Requirement immediately following
the time of such delivery shall be deposited in the Debt Service Reserve Account together with
such additional amount, if any, as may be specified in the Supplemental Resolution authorizing
such Bonds; and

5) the balance remaining after such deposits have been made shall be deposited in
the Bond Proceeds Account.

Except as otherwise provided in the applicable Supplemental Resolution, amounts in the Bond
Proceeds Account shall not be disbursed for financing a Moitgage Loan, including either advances during
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construction or permanent financing thereof, unless, among other things, (1) the instrument evidencing
such Mortgage Loan and the Mortgage and any other document securing such Mortgage Loan shall have
been duly executed and delivered and, in the opinion of counsel, who may be counsel to the Mortgagor,

constitute valid and binding agreements between the parties thereto enforceable in accordance with their
terms, except as such enforcement may be limited by operation of bankruptcy, insolvency or similar laws
affecting the rights and remedies of creditors; (2) there shall have been filed with the Trustee, an opinion
of counsel, who may be counsel to the Corporation, to the effect that such Mortgage Loan complies with
all provisions of the Act or otherwise applicable law and the General Resolution; (3) the Mortgage is the
subject of a policy of title insurance, in an amount not less than the amount of the unpaid principal
balance of the Mortgage Loan, insuring in favor of the Corporation, a mortgage lien (which need not be a
first mortgage lien, if so provided in the apphcable Supplemental Resolution), subject only to Permitted
Encumbrances, on the real property securing the Mortgage Loan; and (4) the Project is insured against
loss by fire and other hazards as required by the Corporation.

Deposits and Investments

Any amounts that are pledged pursuant to the General Resolution and held by the Trustee in any
Accounts under or pursuant to the General Resolution may be invested in Investment Securities. In-
computing the amount in any Account, obligations purchased as an investment of monies therein shall be
valued at amortized value or if purchased at par, at par. ‘

Upon receipt of written instructions from an Authorized Officer, the Trustee shall exchange any
coin or currency of the United States of America or Investment Securities held by it pursuant to the
General Resolution or any Supplemental Resolution for any other coin or currency of the Umted States of
America or Investment Securities of like amount.

Notwithstanding anything to the contrary contained in the General Resolution, any Investment
Securities purchased by the Trustee with funds that are pledged pursuant to the General Resolution must,
as of the date of such purchase, be rated by each of the Rating Agencies in a category at least equal to the
rating category of the Bonds (other than Subordinate Bonds) (or “A-1+" or “P-1,” as applicable if the
Investment Security has a remaining term at the time it is provided not exceeding one year); provided,

however, that the Trustee may purchase Investment Securities that are rated lower than that set forth
above, so long as the purchase of such Investment Securities does not, as of the date of such purchase, in
and of itself, result in a reduction or withdrawal of the then existing rating a331gned to the Bonds (other
than Subordinate Bonds) by any of the Rating Agencies.

Establishment of Accounts

The General Resolution establishes the following special trust accounts to be held and maintained
by the Trustee in accordance with the General Resolution: -

1) Bond Proceeds Account;
2 Revenue Account;
3) Redemption Account; and

4 Debt Service Reserve Account.
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Bond Proceeds Account

There shall be deposited from time to time in the Bond Proceeds Account any proceeds of the
sale of Bonds representing principal or premium or other amounts required to be deposited therein
pursuant to the General Resolution and any Supplemental Resolution and any other amounts determined
by the Corporation to be deposited therein from time to time. Upon the issuance, sale and delivery of any
Series of Bonds pursuant to the General Resolution, the Corporation shall establish on the books of the
Corporation a separate sub-account designated “ Series Bond Proceeds Sub-Account”
(inserting therein the appropriate series and other necessary designation). Upon payment of any amounts
from the Bond Proceeds Account, such payments shall be charged to the appropriate Bond Proceeds Sub-
Account on the books of the Corporation.

Amounts in the Bond Proceeds Account shall be expended only (i) to finance one or more of the
Corporation Corporate Purposes, including but not limited to, the financing of Mortgage Loans, in
accordance with the General Resolution, which may include making Mortgage Loans, acquiring. -
Mortgage Loans or refinancing Mortgage Loans; (1) to pay Costs of Issuance; (iii) to pay principal of and
interest on the Bonds when due, in accordance with the General Resolution, to the extent amounts in the
Revenue Account are insufficient for such purpose; (iv) to purchase or redeem Bonds in accordance with
the General Resolution; (v) to pay, purchase or redeem bonds, notes or other obligations of the
Corporation or any other entity in accordance with the General Resolution; and (vi) if so provided in a
Supplemental Resolution, to reimburse a Credit Facility Provider for amounts obtained under a Credit
Facility for the purposes described in clauses (i), (iv) or (v) of this paragraph. :

At least one day prior to each Interest Payment Date the Corporation shall deliver to the Trustee a
Certificate of an Authorized Officer setting forth the amounts necessary and available to pay the principal
of and interest on the Bonds from the amount on deposit in the Bond Proceeds Account, after giving
effect to the actual and expected application of amounts therein to the financing of the Corporation
Corporate Purposes as of the date of such Certificate, the amount on deposit for such use in the Revenue
Account, and any other amount available for such use pursuant to a Supplemental Resolution. On each
Interest Paymerit Date the Trustee shall transfer the amounts so stated to the Revenue Account.

If so provided in a Supplemental Resolution authorizing the issuance of a Series of Bonds, the

- Corporation may direct the Trustee in writing to transfer amounts in the Bond Proceeds Account to fund

the payment, purchase or redemption of bonds, notes or other obligations, which may include interest

thereon, theretofore issued by the Corporation or any other entity upon receipt by the Trustee of a written

requisition setting forth (i) the issue of bonds, notes or other obligations with respect to which the transfer
is to be made, and (ii) the amount of the transfer. :

Revenue Account

The Corporation shall cause all Pledged Receipts to be deposited promptly with the Trustee in the
Revenue Account. There shall also be deposited in the Revenue Account any other amounts required to
be deposited therein pursuant to the General Resolution and any Supplemental Resolution. Eamnings on
all Accounts established under the General Resolution not required to be deposited in the Rebate Fund
shall be deposited, as realized, in the Revenue Account. :

The Trustee shall pay out of the Revenue Account (i) on or before each Interest Payment Date,
the amounts required for the payment of the Principal Installments, if any, and interest due on the
Outstanding Bonds on such date, and (ii) on or before the Redemption Date or date of purchase, the
amounts required for the payment of accrued interest on Outstanding Bonds to be redeemed or purchased
on such date unless the payment of such accrued interest shall be otherwise provided for, and in each such
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case, such amounts shall be applied by the Trustee to such payments; provided, however, that if, pursuant
to a Supplemental Resolution, amounts obtained under a Credit Facility are to be used to make the
payments referred to in this paragraph, then amounts in the Revenue Account which would have
otherwise been used to make such payments may be applied to reimburse the Credit Facility Provider for
the amounts so obtained, all in accordance with such Supplemental Resolution.

: Any amount accumulated in the Revenue Account up to the unsatisfied balance of each Sinking
Fund Payment may, and if so directed in writing by the Corporation shall, be apphed (together with
amounts accumulated in the Revenue Account with respect to interest on the Bonds for which such -
Sinking Fund Payment was established) by the Trustee prior to the forty-fifth day preceding the due date
of such Sinking Fund Payment (i) to the purchase of Bonds of the maturity for which such Sinking Fund
Payment was established, at prices (including any brokerage and other charges) not exceeding the
Redemption Price plus accrued interest, or (ii) to the redemption of such Bonds, if then redeemable by
their terms, at the Redemption Prices referred to above; provided, however, that the purchase of such
Bonds may be at prices exceeding that set forth in clause (i) of this paragraph if the Corporation shall -
have filed with the Trustee a Cash Flow Statement pursuant to the General Resolution, and provided
further, however, that if, pursuant to a Supplemental Resolution, amounts obtained under a Credit Facility
are to be used to make the purchases referred to in this paragraph, then amounts in the Revenue Account
which would have otherwise been used to make such purchases may be applied to reimburse the Credit
Facility Provider for the amounts so obtained, all in accordance with such Supplemental Resolution.

Except as otherwise provided in an applicable Supplemental Resolution, upon the purchase or
redemption of any Bond for which Sinking Fund Payments have been established from amounts in the
Revenue Account, an amount equal to the principal amount of the Bonds so purchased or redeemed shall
be credited toward the next Sinking Fund Payment thereafter to become due with respect to the Bonds of
such maturity and the amount of any excess of the amounts so credited over the amount of such Sinking
Fund Payment shall be credited by the Trustee against future Sinking Fund Payments in direct
chronological order, unless otherwise instructed in writing by an Authonzed Officer at the time of such
purchase or redemption.

* As soon as practicable after the forty-fifth day preceding the due date of any such Sinking Fund
Payment, the Trustee shall call for redemption on such due date, Bonds of the maturity for which such
Sinking Fund Payment was established in such amount as shall be necessary to complete the retirement of
a principal amount of Bonds equal to the unsatisfied balance of such Sinking Fund Payment. The Trustee
shall so call such Bonds for redemption whether or not it then has monies in the Revenue Account
sufficient to pay the applicable Redemption Price thereof on the Redemption Date.

On each Interest Payment Date, the Trustee shall transfer from the Revenue Account (i) first, to
the Debt Service Reserve Account, an amount equal to the amount necessary to be transferred to such
Account in order that the amount on deposit therein be equal to the Debt Service Reserve Account
Requirement (or such lesser amount as may be available), (ii) second, to the Bond Proceeds Account,
such amount as the Corporation determines is required to finance Corporation Corporate Purposes, as
evidenced by a Certificate of an Authorized Officer, (iii) third, if so directed by the Corporation, to the
Trustee, an amount equal to the Trustee’s unpaid fees and expenses, (iv) fourth, if so directed by the
Corporation, to any Credit Facility Providers, an amount equal to any fees due and owing to such Credit -
Facility Providers, (v) fifth, to the Corporation, an amount equal to the administrative fee, if any, of the
Corporation, to the extent unpaid and (vi) sixth, to the entities providing Investment Securities with
respect to the Accounts or any arrangements or agreements with respect thereto, amounts equal to the fees
due and payable on or before the next succeeding Interest Payment Date to such entities, as designated in
a Certificate of an Authorized Officer. At any time after the transfers described in (i), (it), (i), (iv), (V)
and (vi) above have been made, except as otherwise provided in a Supplemental Resolution, the
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Corporation may, upon the written request of an Authorized Officer and upon filing with the Trustee of a
Cash Flow Statement or a Cash Flow Certificate pursuant to the General Resolution, withdraw free and
clear of the lien of the General Resolution any amount remaining in the Revenue Account.

Notwithstanding any other provision under this heading, the Trustee may at any time make
transfers from the Revenue Account, upon the written direction of an Authorized Officer, to the
Redemption Account for the purposes of such Account. No such transfer shall be made, however, unless
there is on deposit in the Revenue Account after such transfer an amount equal to the Debt Service
accrued on all Outstanding Bonds as of the date of such transfer.

Notwithstanding any other provision under this heading, no payments shall be required to be
made into the Revenue Account so long as the amount on deposit therein shall be sufficient to pay all
Outstanding Bonds (including the Sinking Fund Payments for the retirement thereof) in accordance with
their terms, and any Revenues thereafter received by the Corporation may be applied to any corporate
purpose of the Corporation free and clear of the pledge and lien of the General Resolution.

Redemption Account

There shall be deposited in the Redemption Account all amounts which are required to be
(deposited therein pursuant to the General Resolution and any Supplemental Resolution and any other
amounts available therefor and determined by the Corporation to be deposited therein. Subject to the
provisions of the General Resolution or of any Supplemental Resolution authorizing the issuance of a
Series of Bonds, requiring the application thereof to the payment, purchase or redemption of any
particular Bonds, the Trustee shall apply any amounts deposited in the Redemption Account to the
purchase or redemption of Bonds at the times and in the manner provided in the General Resolution.

Notwithstanding anything to the contrary contained in the General Resolution, if, pursuant to a
Supplemental Resolution, amounts obtained under a Credit Facility are to be used to purchase or redeem
Bonds, then amounts in the Redemption Account which would otherwise have been used for such
purposes may be applied to reimburse the Credit Facility Provider for the amounts so obtained, all in
accordance with such Supplemental Resolution.

Debt Service Reser_ve Account

There shall be deposited in the Debt Service Reserve Account all amounts required to be

‘ deposited therein pursuant to the General Resolution and any Supplemental Resolution and any other
amounts received and determined to be deposited therein by the Corporation.

Amounts on deposit in the Debt Service Reserve Account shall be applied, to the extent other
funds are not available therefor pursuant to the General Resolution and the applicable Supplemental
Resolution, to pay the Principal Installments of and interest on the Outstanding Bonds when due, whether
by call for redemption or otherwise. '

Whenever the amount in the Debt Service Reserve Account exceeds the Debt Service Reserve
Account Requirement, the amount of such excess, upon the direction of the Corporation, shall be
transferred to the Revenue Account, '

Monies in the Debt Service Reserve Account may, and at the direction of the Corporation shall,
be withdrawn by the Trustee and deposited in the Redemption Account for the purchase or redemption of
Bonds at any time, provided that subsequent to such purchase or redemption the amount in the Debt
Service Reserve Account will not be less than the Debt Service Reserve Account Requirement.
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If on any Interest Payment Date or Redemption Date for the Bonds the amount in the Revenue
Account and the Redemption Account, as applicable, shall be less than the amount required for the
payment of the Principal Installments and interest due on the Outstanding Bonds on such date, the Trustee
shall apply amounts from the Debt Service Reserve Account to the extent necessary to make good the
deficiency.

Notwithstanding anything to the contrary contained in the General Resolution, if, pursuant to a
Supplemental Resolution, amounts obtained under a Credit Facility are to be used to pay the Principal
Installments of and interest on Bonds, then amounts in the Debt Service Reserve Account which would
otherwise have been used for such purposes may be applied to reimburse the Credit Facility Provider for
the amounts so obtained, all in accordance with such Supplemental Resolution.

The applicable 2019 Supplemental Resolution provides that, with respect to the 2019 Series J
Bonds and the 2019 Series K Bonds, notwithstanding anything to the contrary contained in the General
Resolution, the Corporation may, at any time, provide to the Trustee one or more Cash Equivalents for
deposit in the Debt Service Reserve Account with respect to such Series of Bonds. In the event any such
Cash Equivalents are so provided (other than in connection with the initial issuance of the applicable
Series of Bonds, or to replenish the Debt Service Reserve Account) in replacement of funds on deposit in
the Debt Service Reserve Account, the Trustee shall make such deposit and transfer funds in an
equivalent amount from the Debt Service Reserve Account to the Revenue Account.

Rebate Fund

The General Resolution also establishes the Rebate Fund as a special trust account to be held and
maintained by the Trustee. Except as otherwise provided in a Supplemental Resolution with respect to an
Account established thereunder which is not pledged to the payment of the Bonds or to any Credit
Facility Provider in connection with a Credit Facility securing one or more Series of Bonds, earnings on
all Accounts required to be deposited into the Rebate Fund shall be deposited, at least as frequently as the
end of each fifth Bond Year and at the time that the last Bond that is part of the Series for which a Rebate

Amount is required is discharged, into the Rebate Fund.

The Rebate Fund and the amounts deposited therein shall not be subject to a security interést,
pledge, assignment, lien or charge in favor of the Trustee or any Bond owner or any other person other
‘'than as set forth in the General Resolution.

The Trustee, upon the receipt of a certification of the Rebate Amount from an Authorized Officer,
shall deposit in the Rebate Fund at least as frequently as the end of each fifth Bond Year and at the time
that the last Bond that is part of the Series for which a Rebate Amount is required is discharged, an
amount such that the amount held in the Rebate Fund after such deposit is equal to the Rebate Amount
calculated as of such time of calculation. The amount deposited in the Rebate Fund pursuant fo the
previous sentence shall be deposited from amounts withdrawn from the Revenue Account, and to the
extent such amounts are not available in the Revenue Account, directly from earnings on the Accounts.

Amounts on deposit in'the Rebate Fund shall be invested in the same manner as amounts on
deposit in the Accounts, except as otherwise specified by an Authorized Officer to the extent necessary to
comply with the tax covenant set forth in the General Resolution, and except that the income or interest
earned and gains realized in excess of losses suffered by the Rebate Fund due to the investment thereof
shall be deposited in or credited to the Rebate Fund from time to time and reinvested.
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- In the event that, on any date of calculation of the Rebate Amount, the amount on deposit in the
Rebate Fund exceeds the Rebate Amount, the Trustee, upon the receipt of written instructions from an
Authorized Officer, shall withdraw such excess amount and deposit it in the Revenue Account.

The Trustee, upon the receipt of written instructions and certification of the Rebate Amount from-
an Authorized Officer, shall pay to the United States, out of amounts in the Rebate Fund, (i) not less
frequently than once each five (5) years after the date of original issuance of each Series for which a
Rebate Amount is required, an amount such that, together with prior amounts paid to the United States,
the total paid to the United States is equal to 90% of the Rebate Amount with respect to each Series for -
which a Rebate Amount is required as of the date of such payment, and (ii) notwithstanding the
provisions of the General Resolution, not later than sixty (60) days after the date on which all Bonds of a
Series for which a Rebate Amount is required have been paid in full, 100% of the Rebate Amount as of

the date of payment.

Pavment of Bonds

'The Corporation covenants that it will duly and punctually pay or cause to be paid, as provided in
the General Resolution, the principal or Redemption Price of every Bond and the interest thereon, at the
dates and places and in the manner stated in the Bonds, according to the true intent and meaning thereof
and shall duly and punctually pay or cause to be paid all Sinking Fund Payments, if any, becoming
payable with respect to any of the Bonds. : ’

Tax Covenants

The following covenants are made solely for the benefit of the owners of, and shall be applicable
solely to, any Bonds as designated in a Supplemental Resolution, to which the Corporation intends that
the following covenants shall apply.

The Corporation shall at all times do and perform all acts and things necessary or desirable in
order to assure that interest paid on the Bonds shall be excluded from gross income for Federal income
tax purposes, except in the event that the owner of any such Bond is a “substantial user” of the facilities
financed by the Bonds or a “related person” within the meaning of the Code. '

The Corporation shall not permit at any time or times any of the proceeds of the Bonds or any
other funds of the Corporation to be used directly or indirectly to acquire any securities or obligations or
other investment property, the acquisition of which would cause any Bond to be an “arbitrage bond” as
defined in Section 148(a) of the Code. o

Except as otherwise permitted in a Supplemental Resolution authorizing the issuance of a
Series of Bonds, the Corporation shall not permit any person or “related person” (as defined in the Code)
to purchase Bonds in an amount related to the Mortgage Loan to be acquired by the Corporation from
such person or “related person.”

Pursuant to the provisions of supplemenfal resolutions for Bonds the interest on which is included
in gross income for Federal income tax purposes, the Corporation has provided that the provisions under
this heading do not apply to such Bonds. '

Covenants with Respect to the Mortgage Loans

The Corporation pledges for the benefit of the Bond owners all of its right, title and interest in
and to the Mortgage Loans, which pledge shall be valid and binding from and after the date of adoption of
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the General Resolution. Such Mortgage Loans shall immediately be subject to the lien of such pledge
without any physical delivery thereof or further act, and the lien of such pledge shall be valid and binding
as against all parties having claims of any kind in tort, contract or otherwise against the Corporation,
irrespective of whether such parties have notice thereof Notwithstanding anything to the contrary
contained in the General Resolution, the Corporation may, pursuant to a Supplemental Resolution
authorizing a Series of Bonds, (i) also pledge one or more Mortgage Loans for the benefit of one or more
Credit Facility Providers who have provided Credit Facilities to secure such Series of Bonds and such
further pledge may be either on a parity with or subordinate to the pledge set forth in this paragraph to
secure the payment of the Bonds, all as set forth in such Supplemental Resolution or (ii) provide that any
or all of the mortgage loans financed by the Series of Bonds authorized pursuant to such Supplemental
- Resolution be excluded from the pledge set forth in this paragraph to secure the payment of the Bonds or
otherwise limit such pledge with respect to such mortgage loans. In addition, notwithstanding the
foregoing, any Mortgage Loan pledged under the General Resolution may, at the written direction of the
Corporation, be released from such pledge upon the filing with the Trustee of a Cash Flow Statement
pursuant to the General Resolution. Upon the happening of an event of default specified under the
heading “Events of Default,” the written request of the Trustee or the owners of not less than twenty-five
per centum (25%) in principal amount of the Outstanding Bonds (other than Subordinate Bonds), the
Corporation shall effectuate the assignment and deliver the Mortgage Loans to the Trustee. If, however,
the Trustee and the Bond owners are restored to their positions in accordance with the General
Resolution, the Trustee shall assign such Mortgage Loans with respect thereto back to the Corporation.

Notwithstanding the foregoing, pursuant to the Supplemental Resolutions authorizing the
issuance of the Corporation’s Multi-Family Housing Revenue Bonds, 2018 Series B-1 and 2018 Series
B-2 (collectively, the “2018 Series B Bonds™), at such time as the 2018 Series B Bonds are no longer
Outstanding or at such earlier time as the Corporation provides a Certificate to the Trustee demonstrating
. that the 2018 Series B Bonds would have been no longer Outstanding had excess revenues from the
mortgage loans underlying the 2018 Series B Participant Interest (and afier a certain date, from the
mortgage loans underlying the 2014 Series B Participant Interest) available for the redemption of 2018
Series B Bonds been applied to redeem the 2018 Series B Bonds,  the 2018 Series B Participant Interest
and the 2014 Series B Participant Interest shall be released from the pledge set forth in the foregoing
paragraph without the filing of a Cash Flow Statement or a Cash Flow Certificate. Notwithstanding the
foregoing, pursuant to the Supplemental Resolutions authorizing the issuance of Outstanding Mitchell-
Lama Restructuring Bonds, at such time as no Mitchell-Lama Restructuring Bonds are Outstanding, the
subordinate Mortgage Loans listed in “Appendix D-1 Table 3: ML Restructuring Subordinate Mortgage
Loans Outstanding Under the Program as of January 31, 2019” shall be released from the pledge set forth
in the foregoing paragraph without the filing of 2 Cash Flow Statement or a Cash Flow Certificate.

With respect to any 2019 Series J Mortgage Loan or 2019 Series K Mortgage Loan insured by
FHA Risk-Sharing Insurance, the applicable 2019 Supplemental Resolution provides that no assignment
or reassignment of such 2019 Series J Mortgage Loan or 2019 Series K Mortgage Loan as described in
the second preceding paragraph shall be permitted so long as such FHA Risk-Sharing Insurance is in
effect with respect to such 2019 Series J Mortgage Loan or 2019 Series K Mortgage Loan, and HUD shall
have no obligation to recognize or deal with anyone other than the Corporation in its role as mortgagee of
record and as party to a risk sharing agreement with HUD with respect to rights, benefits and obligations
of the Corporation under the FHA Risk-Sharing Insurance contract, S

In order to pay the Principal Instaliments of and interest on the Bonds when due, the Corporation
shall, except as otherwise provided in a Supplemental Resolution authorizing the issuance of a Series of
Bonds, from time to time, with all practical dispatch and in a sound and economical manner consistent in
all respects with the Act, any other applicable law, the provisions of the General Resolution and sound
banking practices and principles, (1) use and apply the proceeds of the Bonds, to the extent not reasonably
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or otherwise required for other purposes of the kind permitted by the General Resolution, to finance the

orporation Corporate Purposes pursuant to the Act, any other applicable law and the General Resolution
and any applicable Supplemental Resolution, (ii) do all such acts and things as shall be necessary to
receive and collect Revenues (including diligent enforcement of the prompt collection of all arrears on
Mortgage Loans), (iii) diligently enforce, and take all steps, actions and proceedings reasonably necessary
in the judgment of the Corporation to protect its rights with respect to or to maintain any insurance on
Mortgage Loans or any subsidy payments in connection with the Projects securing the Mortgage Loans or
the occupancy thereof and to enforce all terms, covenants and conditions of the Mortgage Loans,
including the collection, custody and prompt application of all Escrow Payments for the purposes for
which they were made.

_ Pursuant to the applicable 2019 Supplemental Resolutions, with respect to the 2019 Series J

Mortgage Loans and the 2019 Series K Mortgage Loans (other than any 2019 Series J Mortgage Loan or
2019 Series K Mortgage Loan insured by FHA Insurance) (for the purposes of the remainder of this
section “Covenants with Respect to the Mortgage Loans,” each a “2019 Mortgage Loan” and collectively
the “2019 Mortgage Loans™), as the case may be, the following additional provisions shall apply:

¢ The Corporation shall take all steps, actions and proceedings necessary, in the judgment
of the Corporation, to protect its rights with respect to the Mortgages securing the 2019 Mortgage
Loans.

2) Whenever, in the Corporation’s judgment, it shall be necessary in order to protect and
enforce the rights of the Corporation under a Mortgage securing a 2019 Mortgage Loan and to
protect and enforce the rights and interests of Bondholders, the Corporation may, in its discretion,
commence foreclosure proceedings against the Mortgagor in default under the provisions of such
Mortgage and/or, in protection and enforcement of its rights under such Mortgage, the
Corporation may, in its discretion, acquire and take possession of the Project covered by such
Mortgage by bidding for and purchasing such Project at the foreclosure sale thereof, by deed in
lieu of foreclosure or otherwise.

3) Upon acquisition. by the Corporation of a Project securing a 2019 Mortgage Loan by
foreclosure, deed in lieu of foreclosure or otherwise, and so long as the Corporation shall have
title thereto or be in possession thereof, the Corporation shall, as the case may be, operate and
administer such Project in the place and stead of the Mortgagor and in the manner required of -
such Mortgagor by the terms and provisions of the related Mortgage. The Corporation shall pay
the Acquired Project Net Operating Income derived from such Acquired Project to the Trustee for
deposit into the Revenue Account.

4) thwithstanding the provisions of paragraph (3) above, upon acquisition by the
Corporation of a Project securing a 2019 Mortgage Loan, whether by foreclosure, deed in lieu of
foreclosure or otherwise:

(a) The Corporation may at any time thereafter sell such Project to another qualified
entity and make a Mortgage Loan with respect thereto as if such entity were the original
Mortgagor, provided that (i) the Mortgage securing such Mortgage Loan shall contain the
terms, conditions, provisions and limitations substantially similar to the Mortgage of such
Project which had previously secured the related 2019 Mortgage Loan, (i1) said new
Mortgage Loan shall automatically become subject to the lien of the General Resolution
and (iii) the Corporation shall file with the Trustee a Certificate of an Authorized Officer
describing said replacement Mortgage Loan and specifying which 2019 Mortgage Loan
has been so replaced; or
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“(b) The Corporation may at any time thereafter sell such Project, provided that the
proceeds of such sale shall be treated as a Recovery of Principal.

(5 In addition, and as an alternative to the rights of the Corporation described above,
following a default under a 2019 Mortgage Loan, the Corporation may, in its discretion, cause or
consent to the sale of a Project securing such 2019 Mortgage Loan to another qualified entity and,
in connection with any such sale (a) allow the purchaser to assume the related Mortgage, or (b)
make a Mortgage Loan with respect thereto as if such entity were the original Mortgagor, if such
sale shall occur after the original Mortgage shall have been discharged, provided, however, that
(1) the Mortgage securing such Mortgage Loan shall contain the terms, conditions, provisions and
limitations substantially similar to the Mortgage of such Project which had previously secured the
related 2019 Mortgage Loan, (ii) said new Mortgage Loan shall automatically become subject to
the lien of the General Resolution and (iii) the Corporation shall file with the Trustee a Certificate
of an Authorized Officer describing said replacement Mortgage Loan and specifying which 2019
Mortgage Loan has been so replaced.

(6) To the extént permitted by law, any rights of the Corporation set forth in (1) - (5) above
may be exercised by a subsidiary of the Corporation established pursuant to Section 654-a of the
Act.

D Notwithstanding the foregoing provisions described above, from and after the date of
issuance of SONYMA Insurance with respect to a 2019 Mortgage Loan, the provisions of (1) -
(6) above shall apply only during the period that SONYMA has failed to honor its payment
obligations under such SONYMA Insurance.

® Notwithstanding the foregoing provisions described above, with respect to any 2019
Mortgage Loan insured by FHA Risk-Sharing Insurance, the provisions of (1) - (6) above shall
apply only during the period that HUD has failed to honor its payment obligations under such
FHA Risk-Sharing Insurance. .

(9)  .In addition, and as a further alternative to the rights of the Corporation described above,
following a default under a 2019 Mortgage Loan, the Corporation may, in its discretion, obtain
amounts under any letter of credit or other credit enhancement securing such 2019 Mortgage
Loan or under any agreement entered into by the Corporation and the provider of such letter of
credit or other credit enhancement in connection with the providing of such letter of credit or
.credit enhancement, in accordance with the terms thereof’ provided that if the Cozporation obtains
funds in an amount equal to the outstanding principal balance of such 2019 Mortgage Loan, plus
the lesser of (i) accrued interest thereon or (ii) the maximum amount available with respect to
accrued interest thereon, pursuant to any such letter of credit, credit enhancement or other
agreement, the Corporation shall immediately assign such 2019 Mortgage Loan to or upon the
order of the provider thereof free and clear of the lien of the General Resolution.

With respect to any 2019 Mortgage Loan insured by FHA Risk-Sharing Insurance, the applicable’

2019 Supplemental Resolution provides as follows. Upon receipt of proceeds of FHA Risk-Sharing
Insurance, such 2019 Mortgage Loan shall no longer be pledged for the benefit of the owners of the
Bonds and will be free and clear of the pledge and lien of the General Resolution. The Corporation shall
comply with and shall not take any action in conflict with the regulations or prescribed mortgage
documents of the Federal Housing Administration so as to jeopardize the FHA Risk-Sharing Insurance
and shall notlfy the Federal Housing Administration, on a timely basis, of the occurrence of a default on
such 2019 Mortgage Loan. The Corporation shall promptly advise the Trustee of the occurrence of a
default on such 2019 Mortgage Loan and shall keep the Trustee advised as to any actions taken to cure
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such default and/or to claim the benefits of FHA Risk-Sharing Insurance. Other than as permitted by
HUD, the Corporation shall not seek any extension of the deadline for filing notice of its intention to file a
claim for FHA Risk-Sharing Insurance. The Corporation shall take any and all action necessary or
desirable to ensure that all benefits of FHA Risk-Sharing Insurance are paid to the Corporation in cash, in

accordance with all applicable regulations of the Federal Housing Commissioner.

Issuance of Additional Obligations‘

The Corporation shall not hereafier create or permit the creation of or issue any obligations or
create any indebtedness which will be secured by a superior charge and lien on the Revenues and assets
pledged under or pursuant to the General Reésolution for the payment of Bonds (other than Subordinate
Bonds). In addition, the Corporation shall not hereafter create or permit the creation of or issue any
obligations or create any additional indebtedness (other than additional Bonds and except as expressly
permitted by the General Resolution with respect to pledges made for the benefit of Credit Facility

Sale of Morteage Loans

The Corporation is authorized to sell, assign or otherwise dispose of a Mortgage Loan, in addition
to a sale, assignment or disposition required pursunant to the General Resolution or any applicable

Disposition of Recoveries of Principal

All Recoveries of Principal shall be deposited in the Redemption Account and applied to the
redemption of Borids as soon as practically possible; provided, however, that, except as otherwise
provided in a Supplemental Resolution authorizing the issuance of a Series of Bonds, in lieu of such
deposit, the Corporation may, upon filing a Cash Flow Statement, direct the Trustee to deposit all or a
portion of any such Recoveries of Principal in the Bond Proceeds Account or the Revenue Account.

Powers of Amendment

Any modification of or amendment to the provisions of the General Resolution and of the rights
and obligations of the Corporation and of the owners of the Bonds may be made by a Supplemental
Resolution, with the written consent (given as provided in the General Resolution), (i) of the owners of at
least two-thirds in principal amount of the Bonds Outstanding at the time such consent is given, (ii) in
case less than all of the Bonds then Outstanding are affected by the modification or amendment, of the

such consent is given, and (iii) in case the modification or amendment changes the terms of any Sinking
Fund Payment, of the owners of at least two-thirds in principal amount of the Bonds of the particular
Series and maturity entitled to such Sinking Fund Payment and Outstanding at the time such consent is

authorizing the issuance of a Series of Bonds and of the rights and obligations of the Corporation and of -
the owners of the Bonds of such Series thereunder, in any particular, may, if no Bonds other than the .
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Bonds of such Series are affected by the modification or amendment, be made by a Supplemental
Resolution, but only, in the event such Supplemental Resolution shall require the consent of Bond
owners, with the written consent given as provided m the General Resolution, of at least two-thirds in
- principal amount of the Bonds of such Series Outstanding at the time such consent is given. If any such
modification or amendment will not take effect so long as any Bonds of any specified Series and maturity
remain Outstanding however, the consent of the owners of such Bonds shall not be required and such
Bonds shall not be deemed to be Outstanding for the purpose of any calculation of Outstanding Bonds
under this paragraph. No such modification or amendment shall permit a change in the terms of
redemption or maturity of the principal of any Outstanding Bond or of any installment of interest thereon
or a reduction in the principal amount or the Redemption Price thereof or in the rate of interest thereon
without the consent of the owner of such Bond, or shall reduce the percentages or otherwise affect the
classes of Bonds the consent of the owners of which is required to effect any such modification or
amendment, or shall change or modify any of the rights or obhgatlons of the Trustee without its wntten
assent thereto.

The Corporation may adopt, without the consent of any owners of the Bonds, Supplemental
Resolutions to, among other things, provide limitations and restrictions in addition to the limitations and
restrictions contained in the General Resolution on the issuance of other evidences of indebtedness; add to
the covenants and agreements or limitations and restrictions on, the Corporation’s other covenants and
agreements or limitations and restrictions which are not contrary to or inconsistent with the General
Resolution; surrender any right, power or privilege of the Corporation under the General Resolution, but
only if the surrender is not contrary to or inconsistent with the covenants and agreements of the
Corporation contained in the General Resolution; confirm any pledge under the General Resolution of the
Revenues or of any other revenues or assets; modify any of the provisions of the General Resolution in

any respect whatever (but no such modification shall be effective until all Bonds theretofore issued are no
longer Outstanding); provide for the issuance of Bonds in coupon form payable to bearer; authorize the
issuance of a Series of Bonds and prescnbe the terms and conditions thereof, cure any ambiguity or
correct any defect or inconsistent provision in the General Resolution (provided that the Trustee shall
consent thereto); comply with the Code; pledge under the General Resolution any additional collateral as
further security for the Bonds or specific Series of Bonds, including, but not limited to, additional
Mortgage Loans or other assets or revenues; appoint a trustee (other than the Trustee) with respect to any
Subordinate Bonds; or make any additions, deletions or modifications to the General Resolution which, in
the opinion of the Trustee, are not materially adverse to the interests of the Bond owners.

Events of Default

Each of the following events shall constitute an “Event of Default” with respect to the Bonds: (1)
- payment of the principal or Redemption Price, if any, of or interest on any Bond when and as the same
shall become due, whether at maturity or upon call for redemption or otherwise, shall not be made when
and as the same shall become due; or (2) the Corporation shall fail or refuse to comply with the provisions
of the General Resolution or shall default in the performance or observance of any of the covenants,
agreements or conditions on its part contained therein or in any applicable Supplemental Resolution or the
Bonds, and such failure, refusal or default shall continue for a period of forty-five (45) days after written
notice thereof by the Trustee or the owners of not less than 5% in principal amount of the Outstandmg
Bonds (other than Subordinate Bonds).

Remedies
Upon the happening and continuance of any Event of Default specified in clause (1) of the

preceding paragraph, the Trustee shall proceed, or upon the happening and continuance of any Event of
Default specified in clause (2) of the preceding paragraph, the Trustee may proceed and, upon the written
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request of the owners of not less than 25% in principal amount of the Outstanding Bonds (other than
Subordinate Bonds), shall proceed, in its own name, subject to the provisions of the General Resolution,
to protect and enforce the rights of the Bond owners by such of the following remedies, as the Trustee,
being advised by counsel, shall deem most effectual to protect and enforce such rights: (1) by mandamus
~ or other suit, action or proceeding at law or in equity, to enforce all rights of the Bond owners, including
the right to require the Corporation to receive and collect Revenues adequate to carry -out the covenants
and agreements as to the Mortgage Loans and to require the Corporation to carry out any other covenants
or agreements with such Bond owners, including the assignment of the Mortgage Loans, and to perform
its duties under the Act; (2) by bringing suit upon the Bonds; (3) by action or suit in equity, to require the
Corporation to account as if it were the trustee of an express trust for the owners of the Bonds; (4) by
+ action or suit in equity to enjoin any acts or things which may be unlawful or in violation of the rights of
the owners of the Bonds; (5) by declaring all Outstanding Bonds due and payable (provided that with
respect to an Event of Default specified in clause (2) of the preceding paragraph, no such declaration shall
be made without the consent of the owners of 100% in principal amount of the Outstanding Bonds (other
than Subordinate Bonds)), and if all defaults shall be cured, then, with the written consent of the owners
of not less than 25% in principal amount of the Outstanding Bonds (other than Subordinate Bonds), by
annulling such declaration and its consequences; or (6) in the event that all Outstanding' Bonds are
declared due and payable, by selling Mortgage Loans and any Investment Securities securing such Bonds.

In the enforcement of any rights and remedies under the General Resolution, the Trustee shall be
entitled to sue for, enforce payment of and receive any and all amounts then or during any default
becoming, and at any time remaining, due and unpaid from the Corporation for principal, Redemption
Price, interest or otherwise, under any provisions of the General Resolution or a Supplemental Resolution
or of the Bonds with interest on overdue payments at the rate of interest specified in such Bonds, together
with any and all costs and expenses of collection and of all proceedings thereunder and under such Bonds,
without prejudice to any other right or remedy of the Trustee or of the Bond owners, and to recover and
enforce a judgment or decree against the Corporation for any portion of such amounts remaining unpaid,
with interest, costs and expenses (including without limitation pre-trial, trial and appellate attorneys’
fees), and to collect from any monies available for such purpose, in any manner provided by law, the
monies adjudged or decreed to be payable.

Anything in the General Resolution to the contrary notwithstanding, the owners of the majority in
principal amount of the Bonds then Outstanding (other than Subordinate Bonds) shall have the right, by
an instrument or concurrent instruments in writing executed and delivered to the Trustee; to direct the
method of conducting all remedial proceedings to be taken by the Trustee under the General Resolution,
provided that such direction shall not be otherwise than in accordance with law or the provisions of the
General Resolution, and that the Trustee shall have the right to decline to follow any such direction which
in the opinion of the Trustee would be unjustly prejudicial to Bond owners not parties to such direction.

No owner of any Bond shall have any right to institute any suit, action, mandamus or other
proceeding in equity or at law under the General Resolution, or for the protection or enforcement of any
right under the General Resolution unless such owner shall have given to the Trustee written notice of the
Event of Default or breach of duty on account of which such suit, action or proceeding is to be taken, and
unless the owners of not less than 25% in principal amount of the Bonds then Outstanding (other than
Subordinate Bonds) shall have made written request of the Trustee after the right to exercise such powers
or right of action, as the case may be, shall have occurred, and shall have afforded the Trustee a
reasonable opportunity either to proceed to exercise the powers in the General Resolution granted or
granted under the law or to institute such action, suit or proceeding in its name and unless, also, there
shall have been offered to the Trustee reasonable security and indemnity against the costs, expenses
(including legal fees and expenses) and liabilities to be incurred therein or thereby, and the Trustee shall
have refused or neglected to comply with such request within a reasonable time. Nothing contained in the
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General Resolution shall affect or impair the right of any Bond owner to enforce the payment of the
principal of and interest on such owner’s Bonds, or the obligation of the Corporation to pay the principal
of and interest on each Bond issued under the General Resolution to the owner thereof at the time and
place in said Bond expressed.

Unless remedied or cured, the Trustee shall give to the Bond owners notice of each Event of
Default under the General Resolution known to the Trustee within ninety (90) days after actual
knowledge by the Trustee of the occurrence thereof. However, except in the case of default in the
payment of the principal or Redemption Price, if any, of or interest on any of the Bonds, or in the making
of any payment required to be made into the Bond Proceeds Account, the Trustee may withhold such
notice if it determines that the withholding of such notice is in the interest of the Bond owners.

Priority of Payments After Default

In the event that upon the happening and continuance of any Event of Default the funds held by
the Trustee shall be insufficient for the payment of the principal or Redemption Price, if any, of and
interest then due on the Bonds affected, such funds (other than funds held for the payment or redemption
of particular Bonds which have theretofore become due at maturity or by call for redemption) and any
other amounts received or collected by the Trustee acting pursuant to the Act and the General Resolution,
after making provision for the payment of any expenses necessary in the opinion of the Trustee to protect
the interest of the owners of such Bonds and for the payment of the charges and expenses and liabilities
incurred and advances made by the Trustee in the performance of its duties under the General Resolution,
shall be applied as follows:

€)) Unless the principal of all of such Bonds shall have become or have been
declared due and payable:

(a) To the payment to the persons entitled thereto of all installments of interest
then due (other than with respect to Subordinate Bonds) in the order of the maturity of
such installments, and, if the amount available shall not be sufficient to pay in full any
installment, then to the payment thereof ratably, according to the amounts due on such
installment, to the persons entitled thereto, without any discrimination or preference,

(b) To the payment to the persons entitled thereto.of the unpaid principal or
Redemption Price of any such Bonds (other than Subordinate Bonds) which shall have
become due, whether at maturity or by call for redemption, in the order of their due dates
and, if the amounts available shall not be sufficient to pay in full all the Bonds (other than
Subordinate Bonds) due on any date, then to the payment thereof ratably, according to the
amounts of principal or Redemption Price, if any, due on such date, to the persons
entitled thereto, without any discrimination or preference,

(c) To the payment to the persons entitled thereto of all installments of interest
then due with respect to Subordinate Bonds in the order of the maturity of such
installments, and, if the amount available shall not be sufficient to pay in full any
installment, then to the payment thereof ratably, according to the amounts due on such
installment, to the persons entitled thereto, without any discrimination or preference, and

(d) To the payment to the persons entitled thereto of the unpaid principal or
Redemption Price of any Subordinate Bonds which shall have become due, whether at
maturity or by call for redemption, in the order of their due dates and, if the amounts
available shall not be sufficient to pay in full all the Subordinate Bonds due on any date,
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then to the payment thereof ratably, according to the amounts of principal or Redemption
Price, if any, due on such date, to the persons entitled thereto, without any discrimination
or preference. ' ‘

Subordinate Bonds), ratably, according to the amounts due respectively for principal and interest,
to the persons entitled thereto without any discrimination or preference except as to any
difference in the respective rates of interest specified in such Bonds (other than Subordinate
Bonds), and second, to the payment of the principal and interest then due and unpaid upon the
Subordinate Bonds without preference or priority of principal over interest or of interest over
principal, or of any installment of interest over any other installment of interest, or of any such
Subordinate Bond over any other such Subordinate Bond, ratably, according to the amounts due
respectively for principal and interest, to the persons entitled thereto without any discrimination
or preference except as to any difference in the respective rates of interest specified in such
Subordinate Bonds.

Defeasance

If the Corporation shall pay or cause to be paid to the owners of all Bonds then Outstanding the
principal and interest and Redemption Price, if any, to become due thereon, at the times and in the manner
stipulated therein and in the General Resolution, then the pledge of any Revenues and other monies,
securities, funds and property pledged by the General Resolution and all other rights granted by the
General Resolution shall be discharged and satisfied.

excluded from gross income for Federal income taxation purposes pursuant to Section 103(a) of the Code
and (3) fully secured by a first lien on Government Obligations, the principal of and the interest on which
when due will provide monies which, together with the monies, if any, deposited with the Trustee at the
same time, shall be sufficient to pay when due the principal or Redemption Price, if any, of and mterest
due and to become due on said Bonds on and prior to the Redemption Date or maturity date thereof, as
the case may be, and (iii) in the event said Bonds are not by their terms subject to redemption within the
next succeeding sixty (60) days, the Corporation shall have given the Trustee in form satisfactory to it
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upon which monies are to be available for the payment of the principal or Redemption Price, if any, on
said Bonds. To the extent required for the payment of the principal or Redemption Price, if applicable, of
and interest on said Bonds, neither monies deposited with the Trustee pursuant to the General Resolution
nor principal or interest payments on any such Government Obligations or obligations described in clause

- (c) above and deposited with the Trustee pursuant to the General Resolution shall be withdrawn or used
for any purpose other than, and shall be held in trust for, the payment of the principal or Redemption
Price, if any, of and interest on said Bonds; provided that any cash received from such principal or interest
payments on such Government Obligations or obligations described in clause (c) above and deposited
with the Trustee pursuant to the General Resolution, if not then needed for such purpose, shall, to the
extent practicable, be reinvested in obligations described in clauses (b) or (c) above maturing at times and
in amounts sufficient to pay when due the principal or Redemption Price, if any, of and interest to become
due on said Bonds on and prior to such Redemption Date or maturity date thereof, as the case may be,
and, if not required for the payment of such Bonds, any monies deposited with the Trustee pursuant to the
General Resolution and principal and interest payments on the obligations described in clauses (b) or (©
above shall be paid over to the Corporation, as received by the Trustee, free and clear of any trust, lien or
pledge. The Trustee may sell, transfer or otherwise dispose of the obligations described in clauses (b) and
(c) above deposited with the Trustee pursuant to the General Resolution; provided that the amounts
received upon any such sale, transfer or other disposition, or a portion of such amounts, shall be applied
to the purchase of other obligations described in clauses (b) and (c) above, the principal of and the interest
on which when due will provide monies which, together with the monies on deposit with the Trustee,
shall be sufficient to pay when due the principal or Redemption Price, if applicable, of and interest due
and to become due on said Bonds on and prior to the Redemption Date or maturity date thereof, as the
case may be, in accordance with the General Resoltion,

Amounts held by the Trustee for the payment of principal or Redemption Price of, or interest on,
Bonds held by particular Bond owners with respect to which no claim for payment has been made shall be
disposed of as provided by applicable law, or if there shall be no such applicable law, shall be returned to
the Corporation three years after the date on which payment of such amounts would have been due.
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APPENDIX C

AUDITED FINANCIAL STATEMENTS OF THE CORPORATION FOR FISCAL YEAR
ENDED OCTOBER 31, 2018 INCLUDING AS SCHEDULE 3 SUPPLEMENTAL
INFORMATION RELATED TO THE HOUSING REVENUE BOND PROGRAM
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APPENDIX D-1

DEVELOPMENTS AND MORTGAGE LOANS
OUTSTANDING UNDER THE PROGRAM

The following tables contain information with respect to the Developments and Mortgage Loans
Outstanding under the Program as of July 31, 2019 (except as noted).

Table 1 sets forth information with respect to individual Developments and permanent Mortgage
Loans financed with the proceeds of each Series of Bonds issued as of July 31, 2019 except the mortgage
loans underlying the 2005 Series F Participant Interest, the 2005 Series J Participant Interest, the 2011
Participant Interest, the 2014 Series B Participant Interest and the ML Restructuring Subordinate Mortgage
Loans. . '

Table 2 sets forth information with respect to individual Developments and construction Mértgage
Loans. See “THE PROGRAM—Mortgage Loans—Construction Mortgage Loans.”

Table 3 sets forth information on an aggregated basis with respect to Developments and Mortgage
Loans securing the ML Restructuring Subordinate Mortgage Loans. See “THE PROGRAM—ML
Restructuring Mortgage Loans.” .

Table 4 sets forth information on an aggregated basis with respect to Developments and permanent
‘Mortgage Loans underlying the 2005 Series F Participant Interest and the 2005 Series J Participant Interest.
See “THE PROGRAM—2005 Series F Participant Interest and the 2005 Series J Participant Interest.”

Table 5 sets forth iriformation on an aggregated basis with respect to the 2004 Participated Second
Lien Loans underlying the 2011 Participant Interest as of July 31, 2019. See “THE PROGRAM—2011

Participant Interest.” j

Table 6 sets forth information on an aggregated basis with respect to the Developments and
permanent mortgage loans underlying the 2014 Series B Participant Interest as of July 31, 2019. See “THE
PROGRAM—2014 Series B Participant Interest.”

Table 7 sets forth information on an aggregated basis with respect to the Developments and
permanent mortgage loans underlying the 2018 Series B Participant Interest as of July 31, 2019. See “THE
PROGRAM—2018 Series B Participant Interest.” :

Table 8 sets forth information with respect to the Developments, Senior Construction, Senior
Permanent, Subordinate Construction and Subordinate Permanent Mortgage Loans financed with Bonds
subsequent to July 31, 2019 and certain other Mortgage Loans as indicated in the footnotes thereto.
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APPENDIX D-2
MORTGAGE LOAN PREPAYMENT PROVISIONS

One of the following categories of prepayment provisions applies to the voluntary prepayment of
principal with respect to each of the outstanding Mortgage Loans. Appendix D-1 denotes which
prepayment category applies to each outstanding Mortgage Loan. The following chart summarizes the
applicability of each prepayment category as of July 31, 2019. The chart does not include information with

respect to the ML Restructuring Subordinate Mortgage Loans.

. Percentage of Total

’ Number of Mortgage - | Outstanding Principal Balance | Outstanding Principal Balance
Prepayment Category " Loans of Mortgage Loans’ of Mortgage Loans”
Category 1 639 $2,480,930,412 31.92%
Category 2 0 0 0.00%
Category 3 1 5,223,924 0.07%
Category 4 3 3,959,252 0.05%
Category 5 [ 0 0.00%
Category 6 0 0 0.00%
Category 7 181 1,424,782.286 18.33%
Category 8 88 417,708,559 5.37%
Category 9 281 3,146,485,753 40.49%
Category 10 3 18,133,022 0.23%
Category 11 31 166,430,671 2.14%
Category 12 0 0 0.00%
Category 13 60 40,929,654 0.53%
Category 14 i 2 66,785,165 0.86%
N/A ) 0 0 0.00%

TOTAL 1,289 $7,771,368,696* 100.00%*

May not add due to rounding.

In general, any prepayment described below is subject to the payment of certain fees and
charges, and any prepayment premium or penalty described below will not constitute a Pledged
Receipt or Recovery of Principal. In addition, prior written notice of any optional prepayment to
the Corporation or the Mortgage Banker, as applicable, generally is required.

Category 1. Prepayments of the principal amount of the Mortgage Loan may be made at any time.

Category 2. Prepayments of the principal amount of the Mortgage Loan require the prior approval
of FHA.

Category 3. Prepayments of the principal amount of the Mortgage Loan require the prior approval
of FHA and the Corporation, and may not be made prior to the later of (i) 21 years after the date on which
any units in the Development are first occupied or (ii) the date on which assistance under the HAP Contract
relating to the Development is terminated.

Category 4. Prepayments of the principal amount of the Mortgage Loan require the prior approval
of FHA and the Corporation, and may not be made prior to the later of (i) 22 years and 4 months after the
date on which any unit in the Development is first occupied or (ii) the date on which assistance under the
HAP Contract relating to the Development is terminated. '

Category 5. Prepayments of the principal amount of the Mortgage Loan require the prior approval
of FHA and the Corporation, and may not be made prior to the later of (i) sixteen (16) years and three (3)
‘months after the date on which any unit in the Development is first occupied or (ii) the date on which
assistance under the HAP Contract relating to the Development is terminated.

1I-D-2-1
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Category 6. Prepayments of the principal amount of the Mortgage Loan require the prior approval
of the Corporation and may not be made prior to the date on which assistance under the HAP Contract
relating to the Development is terminated.

‘Catego_l_y 7. Prepayments of the principal amount of the Mortgage Loan may not be made prior to
approximately ten (10) years after the closing of the Mortgage Loan.

Categog 8. Prepayments of the principal amount of the Mortgage Loan may not be made prior to
apprommately six (6) to ten (10) years after the closing of the Mortgage Loan, and is subject to the payment
of a premium for a specified period of time. ,

Category 9. Prepayments of the principal amount of the permanent Mortgage Loan may not be -
made prior to approximately ten (10) years after the closing of the Mortgage Loan and is subject to the
payment of a premium for a specified period of time.

In addition, the Mortgagor is required to make a mandatory prepayment of a portion of the
Mortgage Loan, without any premium, approximately two (2) to five (5) years after the closing of the
Mortgage Loan (which mandatory prepayment may be made prior to such time). The amount of a Mortgage
Loan subject to such mandatory prepayment represents the difference between the Construction Mortgage
Loan Amount and the Anticipated Permanent Mortgage Loan Amount. See “Appendix D-1—
Developments and Mortgage Loans Outstanding under the Program—Developments and Construction
Mortgage Loans Outstanding under the Program as of July 31, 2019.”

Category 10. Prepayments of the principal amount of the Mortgage Loan may not be made prior
to fifteen (15) years after the date of the making of the permanent financing for the Mortgage Loan, and is
subject to the payment of a premium for a specified period of time.

Category 11. Prepayments of the principal amount of the Mortgage Loan may not be made prior
to approximately fifteen (15) years after the closing of the Mortgage Loan.

Category 12. Prepayments of the principal amount of the Mortgage Loan may not be made prior
to twenty (20) years after the date of the making of the permanent financing for the Mortgage Loan and is
subject to the payment of a premium for a specified period of tlme

Category 13. No prepayments of the Mortgage Loan are permitted.

Category 14. Prepayments of the principal amount of the Mortgage Loan, which Mortgage Loans
generally have a term of 5 years or less, may not be made prior to the date the allocable Bonds that financed
the Mortgage Loan are redeemable.

1I-D-2-2
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APPENDIX D-3

PERMANENT MORTGAGE LOAN PHYSICAL INSPECTION RATINGS

The Corporation conducts an annual site review of each Development to monitor its physical
condition; however, HUD Assisted Developments and Developments with FHA-insured Mortgage Loans
having a superior inspection rating need only be inspected by the Corporation every three (3) years and
Developments with Permanent Mortgage Loans made recently may not have been inspected by the
Corporation. The Corporation ‘does not conduct an annual site review for Developments that the
Corporation holds only a subordinate lien mortgage, the NYCHA Public Housing Preservation I LLC
Development and the NYCHA Public Housing Preservation II LLC Development. During this review, the
Corporation undertakes various procedures to monitor both the exterior and interior physical condition of
the Developments. The exterior review includes an inspection of exterior walls and foundations, roofs,
exterior walkways, security systems, and gas, water and sewage systems. The Corporation’s interior review
includes an inspection of floors, stairs, interior walkways, community space, electrical and plumbing
fixtures, heating and air conditioning systems, and boiler facilities. In addition, the Corporation inspects,
among other things, each Development’s play areas, elevators, and fire and safety safeguards.

The Corporation’s inspection ratings for the Developments, which incorporate HUD’s inspection
ratings for FHA-insured mortgage loans, include five rating levels: superior (HUD score: 90-100), above
average (HUD score: 80-89), satisfactory (HUD score: 60-79), below average (HUD score: 46-59) and
unsatisfactory (HUD score: 0-45). Any FHA-insured Mortgage Loan or HUD Assisted Developments with
a below average or unsatisfactory physical inspection rating may be subject to foreclosure by HUD (see
“THE PROGRAM—FHA-Insured Mortgage Loans and HUD Assisted Developments with Low Inspection
Ratings™). Appendix D-1 denotes which one of the four rating levels applies to each outstanding inspected
Development. The following chart summarizes the applicability of each physical inspection rating level as
of July 31, 2019. A significant majority of the mortgage loans underlying the 2014 Series B Mortgage
Loan and the 2018 Series B Mortgage Loan are not inspected by the Corporation; such mortgage loans not
inspected by the Corporation are not included in this chart. In addition, the table excludes information with
respect to the ML Restructuring Subordinate Mortgage Loans other than those Developments with other
Mortgage Loans under the Open Resolution. .

Percentage of Total
, Outstanding Principal Outstanding Principal
Physical Inspection Number of Mortgage Loans” | Balance of Mortgage Loans |- Balance of Mortgage Loans
Superior 74 526,470,123 12.76%
Above Average 153 1,110,210.,000 26.92%
Satisfactory 370 2,253,381,940 54.63%
Below Average 36 203,606,821 4.94%
Unsatisfactory 5 31,036,015 0.75%
TOTAL** 638 4,124,704,899 100.00% -
Superior

This rating is assigned based on a physical inspection that reveals no fire and safety violations; no

roof or boiler leakage; no structural deficiencies; strict implementation of maintenance practices; virtually
no minor deficiencies; adequate funds available to make necessary repairs; and overall attractive physical
plant with highly presentable public and utility areas.

Above Average

This rating is assigned based on a physical inspection that reveals no major deficiencies and very
few and only minor deficiencies. These deficiencies would be easily correctable by the maintenance staff.

*

Developments with Permanent Mortgage Loans made recently may not yet have been inspected by the
Corporation.
**  May not add due to rounding.
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The Development would have no structural deficiencies and no health or safety violations. The common,
utility and public areas would be secure, clean, and well lit. '

Satisfactory

This rating is assigned based on a physical inspection that reveals only minor violations in the
Development which the Corporation believes management will cure; no structural deficiencies; no fire and
safety violations; and basic adherence to maintenance practices. The public areas would be secure and
presentable.

Below Average

This rating is assigned based on a physical inspection that reveals multiple minor deficiencies, -
several major deficiencies or a critical deficiency. A critical deficiency is a violation that affects the health
and safety of the residents and can affect the habitability of parts of the development. Critical deficiencies
include an inoperable fire alarm control system; other fire and safety hazards; inoperable elevators; and/or
structural deficiencies. Failure to correct all deficiencies or failure to fully comply with the Corporation’s
inspection process and/or reporting requirements after a satisfactory review may result in a below average
rating on a subsequent review.

Unsatisfactory

This rating is assigned based on a physical inspection that reveals repeat violations including those
covered under a below average rating; hazardous conditions throughout the Development including
structural damage, leaking roofs and boilers; unattractive public and/or utility areas; and/or failure to correct
deficiencies despite written warnings on at least two (2) occasions.
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APPENDIX D-4

PERMANENT MORTGAGE LOAN OCCUPANCY

The following table sets forth occupancy rates for developments with Permanent Mortgage Loans,
other than the mortgage loans underlying the 2011 Participant Interest, the ML Restructuring Subordinate
Mortgage Loans and the 2014 Series B Participant Interest and the related Developments, which are
generally seasoned Mortgage Loans with Developments that have been in operation on average for more
than 20 years, and information relating to. the mortgage loans underlying the 2018 Series B Participant
Interest and the related Developments, which are generally seasoned Mortgage Loans with Developments
that have been in operation on average for more than 5 years. A majority of the developments with
Permanent Mortgage Loans, as measured by outstanding principal balance, have been in operation since at
least 2013. Developments with Permanent Mortgage Loans made recently may not yet have been inspected
by the Corporation and are included in the table below as Not Applicable.

Percentage of Total
Outstanding Principal
Number of Outstanding Principal Balance of Mortgage
Occupancy Developments Number of Mortgage Loans | Balance of Mortgage Loans Loans

Above 95% ‘ 354 532 $3.345,588,659 75.50%
Between 90% - 94% 28 47 274,965,648 6.20%
Less than 90% 7 B : 8 33,010,723 : 0.74%
Not Applicable 53 97 ] 777,924,323 17.55%
TOTAL* 442 ' 684 $4,431,489,352 100.00%

* " May not add due to rounding.

II-D-4-1 .
4147-8118-6848.2




APPENDIX D-5

CROSS-CALL PROVISIONS

The following table sets forth the Series of Bonds with respect to which cross-calls into the Series
are not permitted and/or cross-calls out of the Series are not permitted. With respect to all Series of Bonds
Outstanding not listed below, cross-calls into the Series and cross-calls out of the Series are permitted. As
used herein, the term “cross-calls” refers to the redemption. of Bonds of one Series from amounts
representing Recoveries of Principal derived from or with respect to Mortgage Loans atiributable to a
different Series of Bonds. This table is not intended by the Corporation to be entirely inclusive of the
information necessary for a Bondholder to determine the likelihood of redemptions due to cross-calls or
otherwise with respect to a particular Series of Bonds. Many factors may affect the Corporation’s decision
to cross-call including, but not limited to, economic factors and certain limitations under Federal tax law.
For additional information regarding the Bonds Qutstanding, see “BONDS OUTSTANDING UNDER
THE PROGRAM?” in Part II of this Official Statement.

Series of Bonds Cross-Calls Into Cross-Calls Out of
Series Permitted Series Permitted

1998 Series A : No ) Yes
1998 Series B “No No
1999 Series A-1 No Yes
1999 Series E No . No
2002 Series C No ’ Yes
2007 Series A ' No No
2008 Series C-2 No' No’
2008 Series E No No
2008 Series F No No
2008 Series J No' No*
2008 Series K No No
2009 Series I-1 No No
2009 Series I-2 No No
2010 Series E Yes: No
2010 Series F Yes No
2010 Series G No' No'
2010 Series H No " No
2010 Series J-1 Yes . No
2010 Series K-1 Yes No
2011 Series B-1 Yes No
2011 Series C ) Yes No
2011 Series D Yes No
2011 Series E Yes No
2011 Series F-1 No' No'
2011 Series F-2 No' No’
2011 Series G-2-A Yes No
2011 Series H-2-A Yes No
2011 Series H-2-B No' ~ No'
2011 Seres H-3-B No' No'
2012 Series B No Yes
2012 Series E No Yes
2012 Series G . No' No'
2012 Series No' No'
2015 Series D-3 Yes? . Yes?
2015 Series E-1. No? No?
2017 Series C-4 , Yes? Yes?
2017 Series G-3 Yes?- Yes?

1 Cross-calls into this Series of Bonds are only permitted from, and cross-calls out of this Series are only permitted to, any

Series of Mitchell-Lama Restructuring Bonds issued or to be issued.
2 Solong as there is a Liquidity Facility in place, the Corporation has covenanted not to cross-call into or out of the Series.

II-D-5-1
4147-8118-6848.2



INTEREST RATE HEDGE AGREEMENTS

 APPENDIX E

Interest Rate Caps
Notional Strike | Ceiling | Effective | Termination
Amount! Counterparty Index Rate Rate Date Date
Goldman Sachs Mitsui Marine | Three-Month o . '
$98,710,000 Derivative Products, L.P. : LIBOR? 7.35% 14.85% | 12/2/2005 11/1/2032
Goldman Sachs Mitsui Marine | Three-Month "
$44,615,000 Derivative Products, L.P. LIBOR? 7.35% 14.85% 5/1/2007 5/172027
$50,000,000 ifs(ég:t‘i’f;’lNa“°Dal Thigglg?th 1 450% | 7.50% | 1112014 | 1112033
$150,000,000 | Barclays Bank PLC Th{;‘ég}‘{?th 3.50% | 8.00% | 8/3/2015 11/1/2020
Interest Rate Exchange Agreements
Notional A Ceiling | Effective | Termination
Amount! Counterparty ~ Index Pay Receive Rate Date Date
» PNC Bank, National Three-Month o, | 100% 3M
$85,000,000 | Association LIBOR? 2.029% LIBOR 7.50% | 5/1/2018 11/1/2035
: ) . 0 : )
$50,000,000 | -~ Bank National Opeonth | 1.208% T | 7s0% | 2017 | 800
\ - | PNC Bank, National Three-Month 100% 3M
$100,000,000 Association LIBOR? 3.0949% LIBOR N/A 2/1/2019 5/1/2046 -
$75,000,000 | Wells Fargo Bank, SIFMA* | 2367% | SIEMA | NA | 812019 | 512059
National Association )
Wells Fargo Bank, Three-Month o 100% 3M
$75,000,000 National Association LIBOR? 3.022% LIBOR N/A 2/1/2019 2/1/2036
' One-Month 77.5% 1M
$184,000,000 | Royal Bank of Canada LIBOR® | 2538% | LIBOR | NA | 512024 | 512050
' . One-Month 77.5% IM
$98,895,000 | Citibank, N.A. LIBOR® [25017% | LIBOR | NA | 712022 | 512051
! As of July 31, 2019. The notional amounts amortize over time.
z “Three-Month LIBOR” has the meaning attributed to such term in the related hedge agreement.
3 “One-Month LIBOR™ has the meaning atiributed to such term in the related hedge agreement.
4

“SIFMA” has the meaning atiributed to such term in the related hedge agreement.
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APPENDIX F

DESCRIPTION OF SUPPLEMENTAL SECURITY AND SUBSIDY PROGRAMS

SUPPLEMENTAL SECURITY

FHA Insurance Program

General. The following describes briefly the multi-family mortgage insurance program
administered by HUD, acting through FHA, pursuant to Sections 220, 221(d)(3), 221(d}4) or 223(f) of
the National Housing Act, as amended (the “National Housing Act”), and is qualified in its entirety by
reference to the National Housing Act and the regulations thereunder. The applicable FHA regulations
regarding such Sections of the National Housing Act are contained in Part 200, Part 220 and Part 221 of
Title 24.0f the Code of Federal Regulations and, with certain exceptions, incorporate by reference the
provisions of Subpart A, Part 207 of Title 24 of the Code of Federal Regulations concerning eligibility
requirements of mortgages covering multi-family housing under Section 207 of the National Housing Act
and the provisions of Subpart B, Part 207 of Title 24 of the Code of Federal Regulations concerning the
contract rights and obligations of the mortgagee with respect to mortgages insured under Section 207 of
the National Housing Act. In the event of a conflict between, the documents governing the FHA-insured
Mortgage Loans, the National Housing Act or the FHA rules, regulations and program requirements and
the Resolutions, the documents governing the FHA-insured Mortgage Loans or provisions of the National
Housing Act and FHA rules, regulations and program requirements will be controlling. FHA Insurance
benefits under the program are available only if the mortgagee of record is an FHAapproved mortgagee.

The Corporation has been an FHA-approved mortgagee under the FHA Insurance program since 1972.

FHA regulations define a default under an FHA-insured mortgage (including the note
incorporated therein) as: (1) a failure to make any payments due under such mortgage or (2) a failure to
perform any other mortgage covenant (which includes covenants in the regulatory agreement executed in
connection with such FHA-insured mortgage) if the mortgagee, because of such failure, has accelerated
the debt. In the event that there is a default beyond applicable notice and grace periods under the FHA
regulatory agreement and FHA so requests, the morigagee, at its option, may declare the whole
indebtedness due and payable. Furthermore, the FHA regulations provide that upon notice of a violation
of a mortgage covenant, FHA reserves the right to require the mortgagee to accelerate payment of the
outstanding principal in order to protect FHA’s interests.. A mortgagee is entitled to receive the benefits
of the mortgage insurance after the mortgagor has defaulted and such default (as defined in the FHA
regulations) has continued for a period of thirty (30) days subject to certain requirements.

It is the responsibility of the mortgagee to notify FHA in the event of such a default by the
mortgagor under the mortgage note or mortgage. FHA regulations further require the mortgagee to make
an election, within forty-five (45) days after the date on which the mortgagee becomes eligible to receive
FHA Insurance benefits, (i) to assign the mortgage to FHA or (ii).to acquire title to and convey the project
property to FHA, unless such time period is extended by FHA. :

The mortgagee is required to submit all required documentation within forty-five (45) days of the
date the mortgage is assigned to FHA unless the time is extended by FHA. The documentation required
to be supplied to FHA includes the mortgage note, the mortgage, the security agreement, the financing
statements, the title policy, the hazard policy and other instruments, together with assignments of such
documents to FHA. If the election is not made or the documents are not delivered within the forty-five
(45) days allowed, FHA will not pay the mortgagee interest on sums outstanding from the date the
election should have been made or the date the required documents should have been submitted to FHA,
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whichever is applicable, to the date when the mortgage insurance claim is finally paid, unless FHA has
agreed to extend the period with interest.

The FHA Insurance benefits received in the event of any claim under the FHA Insurance contract
will be subject to certain deductions. The mortgagee will be entitled to settlement of the insurance claim
in cash (or, if elected by the mortgagee, in FHA debentures), upon assignment of the mortgage, in an
amount equal to 99% of the amount of the principal balance of a defaulted mortgage loan outstanding as
of the date of default, after adjustment for certain expenses and for deposits or assets held by the
mortgagee for the benefit of the development and not assigned to FHA. However, the Corporation has
covenanted in the applicable Supplemental Resolutions to receive insurance claim settlements in cash.
FHA Insurance benefits include the payment of interest at the FHA debenture rate on the amount of the
insurance claim from the date of default to the date the claim is paid (or such earlier date by which the
mortgagee is required to file the election to assign the mortgage or complete submissions as described
above, if the mortgagee fails to take such action on a timely basis). The interest rate on the FHA
debentures is the rate in effect as of the date of the commitment for FHA Insurance or as of the date of
initial endorsement of the note by FHA, whichever is higher. In the case of a monetary default, the date
of default is deemed to be the date on which payment on the mortgage loan originally should have been
received. Since interest is paid one month in arrears on the FHA-insured Mortgage Loans, the
Corporation, in the event of a claim for FHA Insurance benefits, will not be reimbursed for interest which
has accrued in the previous month and was due and payable on the date of default.

. In connection with a claim for FHA Insurance benefits, FHA may require delivery to it of certain
cash items. Cash items are defined to include, among other things, any cash held by or on behalf of the
mortgagee which has not been applied to reduce the mortgage, funds held by the mortgagee for the
account of the mortgagor, any unadvanced balance of the insured note and any undrawn balance under
letters of credit delivered to the mortgagee in connection with endorsement of the insured note. The
morigagee is responsible for all funds in its custody and must therefore obtain approval from FHA and
others when required, prior to release of any funds which may be in its possession. Failure to properly
protect such funds may result in a deduction from the FHA Insurance benefits in an amount equal to the
funds FHA asserts should have properly been held as a deposit.

In the event of an assignment, in order to receive FHA Insurance benefits, FHA requires the
mortgagee to make certain warranties with respect to the validity and priority of the mortgage lien and to _
furnish FHA with a title insurance policy or pélicies which name FHA as an insured party and which
assure that the mortgage constitutes a first lien on the project, subject only to such exceptions previously
approved by FHA. The mortgagee will be required to remove any unapproved intervening liens and to
obtain an updated title endorsement within the 45-day period (or such longer period as may be approved
by FHA) during which documents are required to be submitted. FHA will deduct the amount of any
unapproved liens which have priority over the insured mortgage lien from the mortgage insurance
benefits.

FHA typically pays a portion of an insurance claim prior to the delivery of all required
documentation, including the mortgage note and the mortgage. If a claim is made, FHA will usually, but
is not obligated to, pay 90% of the outstanding principal balance of the note within fifteen (15) days of the
recordation of an assignment of the mortgage to FHA. Remaining balances are paid to the mortgagee
after FHA has received final financial data and final legal clearance has been received. During the period
from the date of default on the mortgage until final payment (or such earlier date by which the mortgagee
is required to complete submissions as described above), FHA pays interest on the remaining unpaid -
amount of the insurance claim at the FHA debenture rate.
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Under FHA regulations, if the Corporation receives proceeds from any policy of casualty
insurance, it may not exercise its option under the mortgages related to the FHA-insured Mortgage Loans
to use such proceeds for either rebuilding the Developments, prepaying the mortgage notes or for any
other disposition without FHAs prior written approval. If FHA fails to give its approval to the use of the
insurance proceeds within thirty (30) days after written request by the Corporation, the Corporation may
use or apply the funds for the purposes specified in such mortgages without prior FHA approval.

Regulatory Agreement, Rent Adjustments and HUD’s Supervisory Powers. Under the form of
regulatory agreement used in connection with developments financed pursuant to FHA-insured mortgage
loans (the “Regulatory Agreement”), the mortgagor is required, among other things, to make all payments
due under the mortgage loan and to pay a specified amount monthly into the reserve fund for
replacements, which must at all times be under the control of state or local housing finance agencies (the
“HFA”™) and disbursements from which may be made only with HUD’s consent or, if authorized by HUD,
with the consent of the HFA. In addition, the mortgagor must deposit all rents and other receipts of the
development in a development bank account and may withdraw funds from such account only in
accordance with the Regulatory Agreement for expenses of the development, certain required remittances
to HUD, or distributions of return on equity. For projects subject to rent regulation by HUD (which
include projects assisted with Section 8 contracts), rental increases may be made only with the approval
of HUD. At any time HUD will consider a written request for a rental increase if such request is properly
supported by substantiating evidence. Within a reasonable time HUD must either:

1) approve an increase in the rental schedule to compensate for any net increase in taxes other
than income taxes and in operating and maintenance expenses over which the mortgagor has no
effective control. With respect to certain mortgage loans insured pursuant to Section 223(f) of the
National Housing Act, HUD may approve an additional increase giving consideration to the debt
associated with any subordinate mortgage on the project provided HUD determines that market
conditions warrant an increase sufficient to amortize all or part of such subordinate mortgage on
the project and that such an increase will not unduly jeopardize the economic stability of the
project because of adverse effects on rent collections or vacancies; or

'2) deny the increase, stating the reasons therefor.

_ Rent increases for projects assisted with Section 8 contracts are governed by the provisions of the
applicable Section 8 contract. Generally, projects insured under Sections 220 and 221(d)(4) of the
National Housing Act are not subject to rent regulation by HUD, with certain project-by-project
exceptions.

The Regulatory Agreement also contains provisions detailing requirements for tenant eligibility,
nondiscrimination, and permissible uses of, or changes to, the development; and prohibits the
conveyance, transference or encumbrance of the development or any right to manage the development
without the prior written approval of HUD. The mortgagor may not make, receive, or retain any
distribution of assets or income from the development except from “surplus cash” and only as permitted
under the Regulatory Agreement and applicable laws.

The mortgagor is also prohibited, without the prior written approval of HUD, from remodeling,
adding to or demolishing any part of the development or engaging in any other business or activity or
incurring any obligation or liability not in connection with the development.

In the event of a violation in the performance of the mortgagor’s obligations under the Regulatory

Agreement and the mortgagor’s failure to cure such violation after receiving notice from HUD, even in
the absence of a default under a mortgage note or a mortgage, HUD may (a) notify the HFA of such
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default and request the HFA to declare a default under the mortgage note and the mortgage, and the HFA
may, at its option, declare the whole indebtedness due and thereupon proceed with foreclosure of the
mortgage or assign the mortgage note and the mortgage to HUD, (b) collect all rents and charges in
connection with the operation of the development and use such collections to pay the mortgagor’s
obligations under the Regulatory Agreement, the mortgage note and the mortgage and the expenses of
maintaining the development, (c) take possession of and operate the development, and (d) apply for an
injunction, appointment of a receiver or such other relief as may be appropriate.

The Regulatory Agreement provides that the mortgagor of the development assumes no personal
liability for payments due under the related mortgage note and mortgage, for the reserve for replacements
or for matters not under its control. The Regulatory Agreement does provide, however, that the
mortgagor is liable for funds or propérty of the development in the possession of the mortgagor and which
the mortgagor is not entitled to retain, and for the mortgagor’s actions, or those of others which the
mortgagor has authorized, in violation of the Reguilatory Agreement. ' :

Loss of FHA Insurance. FHA requires the maintenance of specified casualty insurance on
mortgaged properties. The mortgagee must obtain such coverage in the event the mortgagor fails to do
so. The failure to maintain adequate casualty insurance on a development may result in the partial or full
loss of the FHA Insurance benefits in the event of damage to or destruction of such development. FHA
Insurance benefits may also be lost for failure to pay required FHA mortgage insurance premiums or
failure to provide FHA with required notices. FHA Insurance benefits may also be denied if fraudulent
statements were made to FHA by the HFA or by the mortgagor with the knowledge of the HFA.

FHA Risk-Sharing Insurance Program

General. Section 542(c) of the Housing and Community Development Act of 1992, as
amended (the “Risk-Sharing Act”), authorizes the Secretary of HUD to enter into risk-sharing
agreements with qualified state or local housing finance agencies (“HFAs™) to enable those HFAs to
underwrite and process loans for which HUD will provide full mortgage insurance for eligible projects.
HUD has promulgated regulations at 24 C.F.R. Part 266 (the “Regulations”) pursuant to the Risk-Sharing
Act. The Corporation has been designated by HUD as a “qualified HFA” under the Risk-Sharing Act and
has entered into a risk-sharing agreement (the “Risk-Sharing Agreement”) with HUD.

Under the program established by the Risk-Sharing Act (the “Risk-Sharing Program™), a
participating HFA retains underwriting, loan management and property disposition functions and
responsibility for defaulted loans. Following default under a mortgage loan subject to a HUD contract of
mortgage insurance under the Risk-Sharing Program, the participating HFA may obtain from HUD an
initial claim payment of 100% of the loan’s unpaid principal balance and accrued interest, subject to
certain adjustments, as further described below. After a period during which the HFA may work toward
curing the default, foreclosure or resale of the related project, losses (if any) are to be calculated and
apportioned between the HFA and HUD according to a specified risk-sharing percentage for the mortgage
loan (determined at the time of its endorsement for insurance), and the amount -of the HFA’s
reimbursement obligation to HUD is determined. During the period preceding such final loss settlement,
the HFA is to pay HUD interest on the amount of the initial claim payment under a debenture required to
be issued to HUD at the time of initial claim payment. In the case of the Corporation, such debenture
interest and the Corporation’s reimbursement and other payment obligations to HUD under the Risk-
Sharing Agreement will not be payable from the Revenues, Accounts and Mortgage Loans pledged under
the Resolution.
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FHA Mortgage Insurance. In the case of a Mortgage Loan to be insured during
construction, under the Regulations, HUD evidences its insurance by an initial endorsement of the
applicable Mortgage Note at or prior to the first advance of moneys under the insured Mortgage Loan to
the Mortgagor. Such advance ordinarily occurs prior to the commencement of construction although
construction may begin using a Mortgagor’s own funds with the Corporation’s consent prior to initial
endorsement. All advances for construction items will be made as authorized by the Corporation
pursuant to the requirements of HUD. The Regulations also provide for insurance of a Mortgage Loan
following completion of the project without insurance of construction advances. In either case, upon
completion of the project, presentation of a closing docket and certifications required by the
Regulations, HUD issues a final endorsement of the Mortgage Note for the costs related to the project
which have been certified by an independent certified public accountant and have been approved by the
Corporation. Although the Corporation has been given authority to approve cost certifications by a
Mortgagor, such certifications are contestable by HUD, up to and during final endorsement of the applicable
Mortgage. '

~ The Regulations define an event of default under a HUD-insured mortgage as (i) a failure to make
any payment due under the Mortgage or (ii) a failure to perform any other mortgage covenant (which
include covenants in the related Regulatory Agreement, which is incorporated by reference in the
applicable Mortgage) if the Corporation, because of such failure, has accelerated the debt. The
Corporation is entitled to receive the benefits of insurance after the Mortgagor has defaulted and such
default continues for a period of 30 days. If the default continues to exist at the end of the 30 day grace
period, the Corporation is required to give HUD written notice of the default within 10 days after such
grace period and monthly thereafter, unless waived by HUD, until such default has been cured or the
Corporation has filed an application for an initial claim payment.

Unless a written extension is granted by HUD, the Corporation must file an application for mitial
claim payment (or, if appropriate, for partial claim payment) within 75 days from the date of default.
Such claim may be made as early as the first day of the month following the month for which a
payment was missed. Upon request of the Corporation, HUD may ektend, up to 180 days from the date
of default, the deadline for filing a claim. In those cases where the Corporation certifies that the Mortgagor
is in the process of transacting a bond refunding, refinancing the Mortgage, or changing the ownership for
the purpose of curing the default and bringing the Mortgage current, HUD may extend the deadline for
filing a claim beyond 180 days. :

The initial claim amount is 100% of the unpaid principal balance of the Mortgage Note as of the
date of default, plus interest at the Mortgage Note rate from the date of default to the date of initial claim
payment (subject to curtailment as described below). HUD must make all claim payments in cash. The -
initial claim payment from HUD is equal to the initial claim amount, less any delinquent mortgage
insurance premiums, late charges and interest assessment under the Regulations. The Regulations
provide that proceeds of the initial claim payment must be used to retire any bonds or any other
financing mechanisms securing the Mortgage within 30 days of the initial claim payment, and that any
excess funds resulting from such retirement or repayment shall be returned to HUD within 30 days of the
retirement.

In determining the Mortgage Note interest component of the initial claim amount, if the
Corporation fails to meet any of the requirements of the Regulations conceming claim procedures within
the specified time (including any granted extension of time), HUD shall curtail the accrual of Mortgage
Note interest by the number of days by which the required action was late.

FHA insurance under the Risk Sharing Program with respect to any Mortgage Loan may be
terminated upon the occurrence of certain events, including the following: (i) the corresponding Mortgage
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is paid in full; (ii) the Corporation acquires the applicable project and notifies the FHA Commissioner
that it will not file an insurance claim; (iii) a party other than the Corporation acquires the applicable
project at a foreclosure sale; (iv) the Corporation notifies the FHA Commissioner of a voluntary
termination; (v) the Corporation or its successors commit fraud or make a material misrepresentation to
‘the FHA Commissioner with respect to certain information; (vi) the receipt by the FHA Commissioner of
an application for final claims settlement by the Corporation; or (vii) the Corporation acquires the
applicable project and fails to make an initial claim.

REMIC Insurance Program

General. REMIC was created in January 1993 as a public benefit corporétion of the State under
Section 654-d of the New York Private Housing Finance Law (the “REMIC Act”). The REMIC Act also
established REMIC as a subsidiary of the Corporation. :

REMIC consists of nine members, seven of whom are the members of the Corporation plus two
additional members who are appointed by the Mayor of the City. The Chairperson of the Corporation is
also the Chairperson of REMIC. The powers of REMIC are vested in and exercised by no less than five
members. REMIC may delegate to one or more of its members, officers, agents or employees such
powers and duties as it deems proper. The officérs and staff of REMIC are all employees of the
Corporation. The REMIC Act prohibits REMIC from issuing a commitment to insure a mortgage loan
made by the Corporation unless such commitment is approved by at léast two members of a three member
committee composed of the Chairperson and the two members of REMIC who are not members of the
Corporation.

Purposes and Powers, REMIC’s purpose is to insure mortgage loans in order to promote the
preservation of neighborhoods in New York City which are blighted, are becoming blighted or may
become blighted; to discourage disinvestment and encourage investment of mortgage capital in such
neighborhoods; and to provide safe, sanitary and affordable housing accommodations to persons and
families for which the ordinary operations of private enterprise cannot supply such accommodations. In

furtherance of its corporate purpose, REMIC is authorized to enter into commitments to insure mortgages
. and contracts of insurance, and fulfill its obligations and enforce its rights under any insurance so
furnished. '

REMIC is empowered to insure permanent first mortgage loans made by financial institutions for
multi-family housing accommodations, one to four fami y homes, and emergency, transitional or shelter
housing (“Shelter Housing™) located in the City of New York. This includes multi-family rental and
cooperative buildings, owner-occupied one to four family homes, cooperative units, condominium units,
Shelter Housing and mixed-use buildings, provided that, with respect to mixed-use buildings containing
more than six dwelling units and Shelter Housing, the above-ground commercial space must contain less
than 25% of the total above-ground square footage of the insured property. REMIC insurance coverage
(the “Coverage Percentage”) is limited by property type and loan type. Lenders can obtain up to 50%
coverage on preservation loans (i.e., refinancing and/or acquisition loans), up to 75% on rehabilitation
loans (i.e., permanent loans which replace construction or rehabilitation financing) and up to 100% on
preservation or rehabilitation loans made by a public employee pension system or another public benefit
corporation, including the Corporation, when such loan is funded with the proceeds of a bond issue.

REMIC Funds. The REMIC Act establishes a housing insurance fund (the “HIF ") and a REMIC
premium reserve fund (“PRF”). REMIC is required to maintain the HIF to serve as a revolving fund for
carrying out the provisions of the REMIC Act with respect to housing insurance contracts entered into by
REMIC. The HIF requirement, as of any particular date of computation, is equal to an amount of money
or cash equivalents equal to the aggregate of (a) the insured amounts of loans due and payable as of such
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date pursuant to its housing insurance contracts, plus (b) an amount equal to 20% of the insured amounts
under REMIC’s housing insurance contracts (other than insured amounts due and payable pursuant to
clause (a) above) plus 20% of the amounts to be insured under REMIC’s commitments to insure.
Increases to the HIF are funded solely from monies from the PRF. The term “cash equivalent” means a
letter of credit, insurance policy, surety, guarantee, indemnity or other security arrangement.

The REMIC Act provides that no monies shall be withdrawn from the HIF at any time in such
amount as would reduce the amount in the HIF to less than the HIF requirement, except for the purpose of
paying liabilities arising from housing insurance contracts as they come due and for the payment of which
other monies are not available.

As of January 31, 2019, the HIF’s total liability against commitments and against housing
insurance contracts in force was approximately $393 million. As of January 3 1, 2019, the HIF had a total
Joan amount on outstanding commitments and housing insurance contracis in force of approximately
$1.859 billion on 301 properties. As of January 31, 2019, the HIF was funded in cash or marketable
securities in an amount at least equal to the HIF requirement.

REMIC also maintains the PRF to provide for payment of REMIC’s liabilities arising from its
operations, its housing insurance contracts and its mortgage insurance contracts. All monies deposited in
the PRF, whether from earned premiums, investment income or other sources, represent the excess over
the HIF requirements. If the amounts in the HIF are below their respective requirements, amounts in the
PRF are available to restore these funds to their requirements. As of January 31, 2019, the PRF totaled
approximately $55 million.

Since 2011, the Corporation has provided $35.5 million to REMIC to capitalize future capacity.
As of January 31, 2019, the REMIC total fund balance was approximately $139 million.

Claims for Loss. As of January 31, 2019, the HIF had neither paid claims for loss nor had any
policies in force on which claims for loss had been submitted.

The claims-paying ability of the HIF is rated “AA” by S&P. The PRF is not rated by any
recognized rating agency. Such ratings reflect only the respective views of such rating agencies, and an
explanation of the significance of such ratings may be obtained from the rating agency furnishing the
same: There is no assurance that this rating will be retained for any given period of time or that the same

will not be revised downward or withdrawn entirely by the rating agency furnishing the same if, in its
judgment, circumstances so warrant.

The payment of principal and interest on the Bonds is not secured by or payable from monies
held in the HIF or the PRF, and REMIC is not liable on the Bonds. The REMIC Act provides that all
amounts in the HIF, with certain exceptions, shall be used solely for the payment of its liabilities arising
from housing insurance contracts. Only monies in the HIF and the PRF will be available to REMIC for
payment of REMIC’s liabilities under the REMIC Insurance. There are no other dedicated sources of
revenue to pay for the insurance obligations of REMIC. There can be no assurance that the amounts on
deposit in the HIF and PRF will not be depleted through payment of liabilities arising with respect to
insured mortgage loans other than REMIC-insured Mortgage Loans.

The audited financial statements of REMIC for the fiscal year ended October 31, 2018 are
included in the audited financial statements of the Corporation for the fiscal year ended October 31, 2013
which are incorporated by reference in this Official Statement. Copies of the Annual Report of the
Corporation, which includes information on REMIC, are available from REMIC at 110 William Street,
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New York, New York 10038, teiephone: (212) 227-5500, or through its internet address:
www.nychdc.com/subsidiaries/REMIC html.

Benefits for the Mortgage Loans secured or expected to be secured by REMIC Insurance under
HIF. The REMIC Master Policy of Insurance (the “REMIC Policy”), which covers a specified
percentage of the original Mortgage Loan amount for each insured Mortgage Loan on a first loss basis,
requires each insured lender benefitting from REMIC Insurance (an “Insured”) to notify REMIC within
forty-five (45) days after a payment default by a Mortgagor on an insured Mortgage Loan and to provide
various additional notices during the period of default. When 2 Mortgagor fails to pay a total aggregate
amount equal to four regular monthly payments of principal and interest, and any escrow payments due
under the terms of an insured Mortgage Loan, disregarding any waivers or extensions by the Insured
(termed “Four Months in Default” under the REMIC Policy), and assuming such notices have been timely
submitted and other preconditions have been met, the Insured may make a claim for REMIC Insurance
benefits.

Upon receipt of a notice of default under an insured Mortgage Loan, REMIC has the right to
purchase the Mortgage Loan from the Insured for a price equal to the unpaid principal balance thereof and
all “Allowed Costs” (defined to mean delinquent interest, taxes, attorney fees and the like) not previously
reimbursed by REMIC. Thereafter, REMIC is to receive an assignment of the Mortgage Loan and all
reserves held for the credit of the related Development. The Insured may also request, if the Mortgage
Loan is Four Months in Default, that REMIC enter into (1) a periodic payment plan lasting no more than
two years during which time the Insured is to receive from REMIC on a quarterly basis the amounts due
on the Mortgage Loan net of the operating income from the Development assigned by the Mortgagor to
the Insured, or (ii) where there is no reasonable expectation that there will be a cure of the Mortgage Loan
default, a lymp sum payment agreement requiring payment by REMIC to the Insured of an amount equal
to the average of two quoted market valuations of the property plus the Coverage Percentage of Allowed
Costs. At the end of the two year periodic payment plan period, any additional insurance benefits due to
the Insured are to be paid by REMIC. In the case of both a periodic payment plan and a lump sum
payment plan, total insurance benefits paid may not exceed the lesser of (x) the Coverage Percentage of
the full Claim for Loss (defined below), or (v) the Coverage Percentage of the Mortgage Loan principal
amount as initially insured. '

Unless the related Mortgage Loan is purchased by REMIC, or a periodic payment plan or lump
sum payment plan has been executed, as described above, the Insured is required by the REMIC Policy to
commence proceedings to obtain title to the Development when the insured Mortgage Loan becomes Four
Months in Default (although the Insured is free to commence such proceedings upon any default).
However, upon consent of REMIC or satisfaction of certain other conditions, actions, including
foreclosure proceedings, may be undertaken in which title to the property will pass to a third party.

In the event that the Insured obtains title to the Development, the Insured may present a claim
under the REMIC Insurance and REMIC, at its option, will pay insurance benefits in either of the
following amounts:

(a) the full “Claim for Loss,” consisting of the Mortgage Loan principal balance as of the
date of default and Allowed Costs but net of reserves held for the Development and net of any portion of
the claim attributable to Insured fault or previously reimbursed to the Insured, in which case title to the
Development is to be transferred to REMIC, or

(b) a percentage of the full Claim for Loss equal o the Coverage Percentage thereof, but not
in excess of the Coverage Percentage of the Mortgage Loan principal amount as initially insured, in
which case the Insured is to retain title to the Development. : :

II-F-8



If proceedings are undertaken in which title to the property passes to a third party, the Insured
may claim under the REMIC Insurance for payment of the full Claim for Loss, net of the amounts
realized by the Insured from such proceedings, but never in excess of the Coverage Percentage of the -
Mortgage Loan principal amount as initjally insured.

For specific information on the coverage provided by REMIC Insurance, reference should be
made to the applicable REMIC commitment and the Master Policy issued by REMIC, which are available
at the offices of the Corporation.

The REMIC Insurance may terminate pursuant to its terms upon the occurrence of certain events
including, without limitation, the nonpayment of renewal premium, the material modification of the
Mortgage without the prior written approval of REMIC, and the disposal of property or collateral securing
the Mortgage Loan prior to the final settlement of a claim for loss. '

With respéct to the Morigage Loans insured or expected to be insured by REMIC, amounts in the
HIF are available, and amounts in the PRF are not available, to pay any liability incurred by REMIC with
respect to such Mortgage Loans. .

As of January 31, 2019, two hundred and seven (207) permanent Mortgage Loans under the
Program, with an aggregate outstanding Mortgage Loan balance of approximately $1.21 billion, are
partially insured by REMIC. '

REMIC makes no representation as to the contents of this Official Statement (other than this
section), the suitability of the Bonds for any investor, the feasibility of the Developments, or compliance
with any securities or tax laws and regulations which may relate to the issuance and sale of the Bonds.

REMIC’s role is limited to providing the coverage set forth in the REMIC Insurance.

SONYMA Insurance Program

As further described below, the State of New York Mortgage Agency (“SONYMA”) operates a
mortgage insurance program. Mortgage Loans insured by SONYMA are referred to as the “SONYMA-
insured Mortgage Loans.” The Bonds are not insured by SONYMA and SONYMA is not liable on the
Bonds.

General. SONYMA iwas established pursuant to the State of New York Mortgage Agency Act,
Chapter 612 of the Laws of New York, 1970, as amended (the “SONYMA Act™). The directors of
SONYMA consist of the State Comptroller or his appointee, the Director of the Budget of the State of
New York, the Commissioner of the New York State Division of Housing and Community Renewal, one
director appointed by the Temporary President of ‘the State Senate, one director appointed by the Speaker
of the State Assembly, and four directors appointed by the Governor with the advice and consent of the '
State Senate. SONYMA employs a staff of approximately 153 employees, including 10 persons who staff
the legal, underwriting and risk evaluation, administrative and servicing units of the’ SONYMA Mortgage
* Insurance Fund (defined below). The issuance of commitments to insure loans of greater than $2,000,000
requires the approval of SONYMA’s Mortgage Insurance Committee and the issuance of commitments to
insure loans of greater than $7,000,000 also requires the approval of the directors of SONYMA.

The SONYMA Act authorizes SONYMA to enter into commitments to insure mortgages and
contracts of mortgage insurance and to contract to facilitate the financial activities of the Convention
Center Development Corporation (the “CCDC”), a subsidiary of the New York State Urban Development
Corporation, and to fulfill SONYMA’s obligations and enforce its rights under any insurance or financial
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support so furnished. Part II of the SONYMA Act, authorizing the mortgage insurance program, was
adopted by the State Legislature in 1978 to encourage financial institutions to make mortgage loans in
neighborhoods suffering from disinvestment by providing mortgage insurance to minimize the investment
risk. In 1989, the SONYMA Act was amended to authorize SONYMA to provide insurance for a loan or
pool of loans (a) when the property is located in an “economic development zone” as defined under State
law, (b) when the property will provide affordable housing, (c) when the entity providing the mortgage
financing was or is created by local, State or Federal legislation, and certifies to SONYMA that the
project meets the program criteria applicable to such entity or (d) when the property will provide a retail
or community service facility that would not otherwise be provided. In December 2004, the SONYMA
Act was amended to authorize SONYMA to enter into agreements with CCDC to provide a source or
potential source of financial support to bonds of the CCDC and, to the extent not otherwise provided in
respect of the support of bonds, for CCDC’s ancillary bond facilities.

The SONYMA Act authorizes SONYMA to create a mortgage insurance fund (the “SONYMA
Mortgage Insurance Fund”). The SONYMA Mortgage Insurance Fund is used as a revolving fund for
carrying out the provisions of the SONYMA Act with respect to mortgages insured thereunder and with
respect to providing credit support for the CCDC bonds or ancillary bond facilities. The Bonds are not
secured by monies held in the SONYMA Morigage Insurance Fund and SONYMA is not liable on the
Bonds. The SONYMA Act provides that all monies held in the SONYMA Mortgage Insurance Fund,
with certain exceptions, shall be used solely for the payment of its liabilities arising from mortgages
insured by SONYMA or for providing credit support for CCDC bonds or ancillary bond facilities. Only
monies in the appropriate accounts of the SONYMA Mortgage Insurance Fund will be available to
SONYMA for payment of SONYMA’s liabilities under the SONYMA mortgage insurance policies for
the SONYMA-insured Mortgage Loans (the “SONYMA Insurance™).

The SONYMA Act establishes within the SONYMA Mortgage Insurance Fund a project pool
insurance account with respect to insurance on properties other than one to four dwelling units (the
“Project Pool Insurance Account”), a special account (the “Special Account”), a single family pool
insurance account with respect to insurance related to one to four dwelling units (the “Single Family Pool
Insurance Account”), and a development corporation credit support account with respect to providing
credit support for the bonds or ancillary bond facilities of the CCDC (the “Development Corporation
Credit Support Account”). The Development Corporation Credit Support Account is a source or potential
source of payment of the sum of the respective amounts (or percentages) of required or permissive
funding by the CCDC of each reserve and financial support fund established by the CCDC for its bonds
and, to the extent not otherwise provided in respect of the support of bonds, for its ancillary bond facilities
for which SONYMA has determined that the Development Corporation Credit Support Account is or will
be a soutce or potential source of funding. :

The SONYMA Act provides that assets of the Project Pool Insurance Account, the Special
Account, the Single Family Pool Insurance Account and the Development Corporation Credit Support
Account shall be kept separate and shall not be commingled with each other or with any other accounts
which may be established from time to time, except as authorized by the SONYMA Act. The
SONYMA-insured Mortgage Loans are insured by SONYMA under the Project Pool Insurance Account.

The SONYMA Act provides that all monies held in the Project Pool Insurance Account, with
certain exceptions, shall be used solely for the payment of its liabilities arising from mortgages insured by
SONYMA pursuant to the SONYMA Act. The claims-paying ability of each of the Project Pool
Insurance Account and the Single Family Pool Insurance Account of the SONYMA Mortgage Insurance
Fund are rated “Aal” by Moody’s Investors Service. The claims-paying ability of the Project Pool
Insurance Account and the Single Family Pool Insurance Account of the SONYMA Mortgage Insurance
Fund are rated “AA-” and “AA-+,” respectively, by Fitch, Inc. Such ratings reflect only the views of such
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organizations; an explanation of the significance of such ratings may be obtained from the respective
rating agencies. There is no assurance that such ratings will continue for any period of time or that they
will not be revised downward or withdrawn entirely by such rating agencies if, -in. their judgment,
circumstances so warrant. Any such downward revision or withdrawal of such ratings may have an .
adverse effect on the market price of the Bonds. These ratings were established subsequent to
SONYMA'’s change in its procedures to now require that reserves established with respect to project
primary insurance it provides be deposited to the Project Pool Insurance Account. The claims-paying
ability of the Development Corporation Credit Support Account has not been rated. The SONYMA Act
provides that SONYMA may not execute a contract to provide credit support to the bonds or ancillary
bond facilities of the CCDC if, at the time such contract is executed, such execution would impair any
then existing credit rating of the Single Family Pool Insurance Account or the Project Pool Insurance
Account.

The SONYMA Mortgage Insurance Fund is funded primarily by a surtax on the State mortgage
recording tax. Section 253(1-a) of the State Tax Law (the “State Tax Law”) imposes a surtax (the “Tax”)
on recording mortgages of real property situated within the State. Excluded from the Tax are, among
others, recordings of mortgages executed by voluntary nonprofit hospital corporations, mortgages
executed by or granted to the Dormitory Authonty of the State of New York and mortgages, wherein the
mortgagee is a natural person, on mortgaged premises consisting of real property improved by a structure
containing six or fewer residential dwelling units, each with separate cooking facilities. The Tax is equal
to $0.25 for each $100 (and each remaining major fraction thereof) of principal debt which is secured by
the mortgage. Section 261 of the State Tax Law requires the respective recording officers of each county
of the State, on or before the tenth day of each month, after deducting certain administrative expenses
incident to the maintenance of their respective recording offices, to pay SONYMA for deposit to the
credit of the SONYMA Mortgage Insurance Fund the portion of the Tax collected by such counties
during the preceding month, except that: (i) with respect to mortgages recorded on and after May 1, 1987,
the balance of the Tax paid during each month to the recording officers of the counties comprising the
Metropolitan Commuter Transportation District on mortgages of any real property improved by a
structure containing six residential dwelling units or less with separate cooking facilities, shall be paid
over to the Metropolitan Transportation Authority; (ii) with respect to mortgages recorded on and after
May 1, 1987, the balance of the Tax paid during each month to the recording officers of the County of
Erie on mortgages of any real property improved by a structure containing six residential dwelling units
or less with separate cooking facilities, shall be paid over to the State Comptroller for deposit into the
Niagara Frontier Transportation Authority light rail rapid transit special assistance fund; and (iii) Taxes
paid upon mortgages covering real property situated in two or more counties shall be apportioned by the
State Tax Commission among SONYMA, the Metropolitan Transportation Authority and the Niagara
Frontier Transportation Authority, as appropriate.

Mortgage recording taxes have been collected in the State for more than 75 years. SONYMA has
been entitled to receive Tax receipts since December 1978. Under existing law, no further action on the
part of the State legislature is necessary for the SONYMA Mortgage Insurance Fund to continue to
receive such moniecs. However, the State is not bound or obligated to impose, or to impose at current
levels, the mortgage recording taxes described above or to direct the proceeds to SONYMA as currently
provided. The SONYMA Mortgage Insurance Fund’s receipt of Tax receipts is dependent upon the
performance by the county recording officers of their collection and remittance obligations; the State Tax
Commission is given general supervisory power over such officers. Tax receipts paid to the Mortgage
Insurance Fund in calendar years 2008, 2009, 2010, 2011, 2012, 2013, 2014, 2015, 2016, 2017 and 2018
were approximately $140 million, $73 million, $64 million, $79 million, $99 million, $140 million, $156
million, $188 million, $179 million, $161 million and $154 million, respectively. Tax receipts have
fluctuated over the period they have been payable to the SONYMA Mortgage Insurance Fund, due to
changing conditions in the State’s real estate market.
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The SONYMA Act provides that SONYMA must credit the amount of money received from the
recording officer of each county to the Special Account. The SONYMA Act provides that SONYMA may
credit from the Special Account to the Project Pool Insurance Account, the Single Family Pool Insurance
Account or the Development Corporation Credit Support Account, such moneys as are needed to satisfy
the mortgage insurance fund requirement (as defined in the SONYMA Act) (the “Mortgage Insurance
Fund Requirement”) of the Project Pool Insurance Account, the Single Family Pool Insurance Account
and the Development Corporation Credit Support Account, respectively, except that during any
twelve-month period ending on March thirty-first the aggregate amount credited to the Development
Corporation Credit Support Account (excluding investment earnings thereon) shall not exceed the lesser
of (i) $50 million or (ii) the aggregate of the amounts required under the contracts executed by SONYMA
to provide credit support to the CCDC’s bonds or ancillary bond facilities. The SONYMA Act also
provides that if at any time the moneys, investments and cash equivalents (valued as determined by
SONYMA) of the Project Pool Insurance Account, the Single Family Pool Insurance Account or the
Development Corporation Credit Support Account exceed the amount necessary to attain and maintain
the credit rating or, with respect to credit support to the CCDC’s bonds or ancillary bond facilities, credit
worthiness (as determined by SONYMA) required to accomplish the purposes of such Account,
SONYMA shall transfer such excess to the Special Account. Any excess balance in the Special Account
is required to be remitted to the State annually. The SONYMA Act provides that no monies shall be
withdrawn from any account within the SONYMA Mortgage Insurance Fund at any time in such amount
as would reduce the amount in each account of such Fund to less than its applicable Mortgage Insurance
Fund Requirement, except for the purpose of paying liabilities as they become due and for the payment of
which other monies are not available. There can be no assurance that thé amounts on deposit in the
Project Pool Insurance Account will not be depleted through payment of liabilities arising with respect to
insured mortgage loans other than the SONYMA-insured Mortgage Loans. v

The Mortgage Insurance Fund Requirement as of any particular date of computation is equal to
an amount of money or cash equivalents equal to (a) the aggregate of (i) the insured amounts of loans and
such amount of credit support for the CCDC’s bonds or ancillary bond facilities that SONYMA has
determined to be due and payable as of such date pursuant to its contracts to insure mortgages or provide
credit support for the CCDC’s bonds or ancillary bond facilities plus (ii) an amount equal to twenty per
centum (20%) of the amounts of loans insured under SONYMA’s insurance contracts plus twenty per
centum (20%) of the amounts to be insured under SONYMA’s commitments to insure less the amounts
payable pursuant to subparagraph (i) above (provided, however, that if the board of directors of
SONYMA shall have established a higher per centum for a category of loans pursuant to the SONYMA
Act, such per centum shall be substituted for twenty per centum (20%) in this paragraph as, for example,
the March 2001 board of directors determination that the per centum for special needs facilities was forty
per centum (40%)), plus (iii) an amount equal to the respective amounts established by contracts under
which SONYMA has determined that the Development Corporation Credit Support Account will provide
credit support for CCDC, less the amounts payable with respect to credit support for CCDC’s bonds or
ancillary bond facilities pursuant to subparagraph (i) above less (b) the aggregate of the amount of each
reinsurance contract procured in connection with obligations of SONYMA determined by SONYMA to
be a reduction pursuant to this paragraph in calculating the Mortgage Insurance Fund Requirement.
Pursuant to the SONYMA Act, the board of directors of SONYMA may, from time to time, establish a
Mortgage Insurance Fund Requirement in an amount higher than the twenty per centum (20%) set forth
above. There can be no assurance that, in the future, there will not be additional changes in the Mortgage
Insurance Fund Requirement for any category of loans.

As of March 31, 2019, the amount of reserves (money or cash equivalents) in the Project Pool
Insurance Account was $1,747,029,581 and the Mortgage Insurance Fund Requirement related to such
Account was $1,050,914,893. Amounts on deposit in the Project Pool Insurance Account may be
transferred to other accounts or withdrawn as described in the second preceding paragraph.
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As of March 31, 2019, the SONYMA Mortgage Insurance Fund’s total liability against project
mortgage insurance commitments and policies in force was $5,092,896,716 and the SONYMA Mortgage
Insurance Fund had a total loan amount on outstanding project mortgage insurance commitments and
policies in force of $5,537,445,318.

As of March 31, 2019, the Project Pool Insurance Account had paid 94 project mortgage
insurance claims for loss in the aggregate amount of $123,787,414. As of March 31, 2019, the SONYMA
Mortgage Insurance Fund had 7 project mortgage insurance policies in force on which claims for loss had
been submiitted. SONYMA estimates that its total liability thereon is $18,016,129.

In 2005, SONYMA entered into a credit support agreement with CCDC (the “Original CSA™) to
provide credit support for bonds issued in 2005 by CCDC (the “2005 Bonds”). In 2015, SONYMA and
CCDC entered into a first amendment to the Original CSA which amended the Onﬂmal CSA (as
amended, the “Amended CSA”) in order to provide credit support for refunding bonds issued by CCDC
in 2015 (the “2015 Bonds”). Following the issuance of the 2015 Bonds, the 2005 Bonds were no longer
outstanding. On September 22, 2016, SONYMA, with the authorization of its board of directors, entered
into two separate credit support agreements with CCDC as follows: (i) an amendment and restatement of
the Amended CSA (the “Amended and Restated Senior Lien CSA™) to provide credit support for both the
2015 Bonds and bonds issued by CCDC in 2016 on a parity with the 2015 Bonds (the “2016 Senior Lien
Bonds”, together with the 2015 Bonds, the “Senior Lien Bonds”) and possible future series of CCDC
senior lien bonds, and (i) a new credit support agreement (the “Subordinated CSA”) to provide credit
support for bonds issued by CCDC in 2016 which are subordinated to the Senior Lien Bonds (the “2016
Subordinated Lien Bonds”) and possible future series of CCDC subordinated lien bonds. Pursuant to the
Amended and Restated Senior Lien CSA, SONYMA will be obligated to maintain a minimum balance of
$25 million in the Development Corporation Credit Support Account which moneys will be used to
support, in each bond year, the payment of an amount equal to up to one-third of the scheduled principal
and interest due in such bond year on the Senior Lien Bonds. Pursuant to the Subordinated CSA,
SONYMA will be obligated to maintain a minimum balance of $8.2 million in a subaccount of the
Development Corporation Credit Support Account which will be used to support the payment in each
year of an amount equal to up to one-third of the scheduled principal and interest due in such year on the
Series 2016 Subordinated Lien Bonds.

In addition to the mortgage insurance program and the credit support program, the SONYMA Act
authorizes SONYMA to purchase and make commitments to purchase mortgage loans on single-family
(one-to four-unit) housing and home improvement loans from certain lenders in the State, which loans
may be the subject of SONYMA Insurance payable from the Single Family Pool Insurance Account. The
SONYMA Act also empowers SONYMA to make and purchase certain student loans, none of which are
eligible for SONYMA Insurance.

Copies of SONYMA'’s audited financial statements for the fiscal year ended October 31, 2018 are
available from the State of New York Mortgage Agency, 641 Lexington Avenue, New York, New York
10022, telephone (212) 688-4000.

- SONYMA makes no representation as to the contents of this Official Statement (other than this .
section), the suitability of the Bonds for any investor, the feasibility of any Project or compliance with

any securities or tax laws and regulations which may relate to the issnance and sale of the Bonds.

SONYMA’s role is limited to providing the coverage set forth in the SONYMA Insurance.
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State Fiscal Year 2019-2020 Enacted Budget Provisions

The current Enacted Budget requires certain transfers of moneys in the aggregate amount of
$17.018 million no later than December 31, 2019, subject to the approval of the Director of the Budget of
the State of New York, from (a) the Special Account in an amount up to the available eéxcess balance in
the Special Account, as calculated in accordance with the SONYMA Act for the State Fiscal Year
2018-2019, and/or (b) the Project Pool Insurance Account, provided that, at the time of each transfer from
the Project Pool Insurance Account the reserves remaining in the Project Pool Insurance Account are
sufficient to attain and maintain the credit rating required to accomplish the purposes of the Project Pool
Insurance Account (as determined by SONYMA) . There can be no assurances as to what effect, if any,
any such transfer may have on the then-current rating of the Project Pool Insurance Account by any rating
agency.

Similar provisions enacted as part of prior State Enacted Budgets resulted in transfers (i) in State
Fiscal Year 2018-2019 from the Project Pool Insurance Account in the aggregate amount of $3,032,511
and the Special Account in the aggregate amount of $51,967,489, (ii) in State Fiscal Year 2017-2018
from the Project Pool Insurance Account in the aggregate amount of $99,397,781 and the Special
Account in the aggregate amount of $53,602,219, (iii) in State Fiscal Year 2016-2017 from the Project
Pool Insurance Account in the aggregate amount of $100 million and the Special Account 'in the
- aggregate amount of $75 million, (iv) in State Fiscal Year 2015-2016 from the Project Pool Insurance
Account in the aggregate amount of $75 million and the Special Account in the aggregate amount of
$50 million, (v) in State Fiscal Year 2014-2015 from the Project Pool Insurance Account in the aggregate
amount of $75.418 million, (vi) in State Fiscal Year 2013-2014 from the Project Pool Insurance Account
in the aggregate amount of $135.952 million, and (vii) in State Fiscal Years 2012-2013 and 2008-2009
from the Project Pool Insurance Account, each in the amount of $100 million. State budget legislation in
future years may provide for transfers from the Project Pool Insurance Account or other accounts in the
MIF. SONYMA makes no representation regarding whether any such transfers, or the amounts thereof,
will be enacted. : ' ‘

The SONYMA Act provides that no monies shall be withdrawn from any account within the
SONYMA Mortgage Insurance Fund at any time in an amount which would reduce the amount on
deposit in such account, including the Project Pool Insurance Account, of the Fund to fall below its
statutorily required reserves.

Collection of SONYMA Mortgage Insqrance Benefits — 100% Mortgage Loans.

It is expected that the SONYMA-insured Mortgage Loans will be or have been insured by
SONYMA upon compliance with certain conditions contained in their respective SONYMA insurance
commitments. As of the date of this Official Statement, certain Mortgage Loans insured by SONYMA
have been or will be insured for 100% of the outstanding principal balance thereof (the “100% Mortgage
Loans”). The following description relates only to 100% Mortgage Loans which are insured for 100% of
the outstanding principal balance thereof.

Pursuant to the SONYMA Insurance with respect to each of the SONYMA-insured 100%
Mortgage Loans, following certain defaults under the respective Mortgage securing such 100% Mortgage
Loans, the Corporation shall file a claim for loss with SONYMA. Thereupon, SONYMA has the option
to either (i) make periodic payments of its obligation under the SONYMA Insurance in amounts equal to
the scheduled principal and interest payments due with respect to such 100% Mortgage Loan plus certain
other amounts expénded by the Corporation (for which the Corporation has not been reimbursed) or (ii)
make a lump sum payment under the SONYMA Insurance in an amount equal to the sum of the principal
outstanding and interest accrued on such 100% Mortgage Loan from the date of such claim for loss to the
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date of payment in respect of such claim for loss and certain other amounts expended by the Corporation
(for which the Corporation has not been reimbursed). Periodic payments are to be made monthly. In
addition, if SONYMA has chosen initially to make periodic payments it may nevertheless exercise its
option to make a lump sum payment in the full amount of its then outstanding obligation under the
SONYMA Insurance at any time while SONYMA is making periodic payments. Upon a lump sum
payment by SONYMA, the Corporation shall assign such Mortgage to SONYMA. The SONYMA
Insurance with respect to such 100% Morigage Loan may terminate pursuant to its terms upon the
occurrence of certain events including the nonpayment of renewal premium. For specific information on
the coverage provided by the SONYMA Insurance with respect to such 100% Mortgage Loan, reference
should be made to the policy related to such SONYMA Insurance which is available for inspection at the
office of the Corporation. o

The Corporation has covenanted not to take any action to conflict with SONYMA regulations so

as to jeopardize the SONYMA Insurance. In addition, in the event of a default under any of the

SONYMA-insured 100% Mortgage Loans, the Corporation has covenanted to undertake to assign such

© 100% Mortgage Loan to SONYMA or take such other actions in timely fashion so as to avoid any loss or
diminution of benefits receivable as SONYMA Insurance.

| Collection of SONYMA Mortgage Insurance Benefits — 50% Mortgage Loans.

It is expected that the SONYMA-insured Mortgage Loans will be or have been msured by
SONYMA upon compliance with certain conditions contained in their respective SONYMA insurance
commitments. As of the date of this Official Statement, certain Mortgage Loans insured by SONYMA
have been or will be insured for 50% of the originally insured principal balance thereof on a first loss
basis (the “50% Mortgage Loans”). The following description relates only to 50% Mortgage Loans
which are insured for 50% of the originally insured principal balance thereof.

Pursuant to the SONYMA Insurance with respect to each of the SONYMA-insured 50%
Mortgage Loans, following certain defaults under the respective Mortgage securing such 50% Mortgage
Loans, the Corporation shall file a claim for loss with SONYMA. Thereupon, SONYMA has the option
to either (i) make periodic payments of its obligation under the SONYMA Insurance in amounts equal to
the scheduled principal and interest payments due with respect to such 50% Mortgage Loan plus certain
other amounts expended by the Corporation (for which the Corporation has not been reimbursed) in an
aggregate amount not to exceed 50% of the originally insured principal balance or (ii) make a lump sum
payment under the SONYMA Insurance in an amount not to exceed the lesser of (i) 50% of the originally
insured amount thereof, or (ii) the sum of the principal outstanding and interest accrued on such 50%
Mortgage Loan from the date of such claim for loss to the date of payment in respect of such claim for
loss and certain other amounts expended by the Corporation (for which the Corporation has not been
reimbursed). SONYMA shall make periodic payments for a period not to exceed three (3) years at the
expiration of which, SONYMA may elect to continue the periodic payments or suspend payments until
the Corporation obtains a deficiency judgment, at which time SONYMA will pay to the Corporation the
remainder of its then outstanding obligation under the SONYMA Insurance. Periodic payments are to be
made monthly. In addition, if SONYMA has chosen initially to make periodic payments it may at any
fime nevertheless exercise its option to make a lump sum payment. The SONYMA Insurance with
respect to such 50% Mortgage Loan may terminate pursuant to its tetms upon the occurrence of certain
events including the nonpayment of renewal premium. For specific information on the coverage provided
by the SONYMA Insurance with respect to such 50% Mortgage Loan, reference should be made to the
policy related to such SONYMA Insurance which is available for inspection at the office of the
Corporation. - '
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The Corporation has covenanted not to take any action to conflict with SONYMA regulations so
as to jeopardize the SONYMA Insurance. In addition, in the event of a default under any of the
SONYMA-insured 50% Mortgage Loans, the Corporation has covenanted to take such other actions in
timely fashion s0 as to avoid any loss or diminution of benefits receivable as SONYMA Insurance.

GNMA Mortgage-Backed Securities Program

GNMA Securities are “fully-modified, pass-through” securities which require the Mortgage
Banker that issued such GNMA Securities or its assignee (i) to make monthly payments of principal and
interest on the aggregate principal balance thereof to the holder of the GNMA Securities, whether or not
the Mortgage Banker receives payments on the mortgage loans backing the GNMA Securities from the
mortgagor, and (ii) to pass through any prepayments of principal and premiums on the mortgage loans
received by the Mortgage Banker. GNMA Securities are guaranteed as to full and timely payment of
principal and interest by GNMA, a wholly-owned corporate instrumentality of the United States within
the Department of Housing and Urban Development with its principal office in Washington, D.C.

GNMA Guaranty. GNMA is authorized by Section 306(g) of Title I of the National Housing
Act to guarantee the timely payment of the principal of and interest on securities which are based on and
backed by, among other things, an FHA-insured mortgage loan under the National Housing Act. Section
306(g) of the National Housing Act provides further that “the full faith and credit of the United States is
pledged to the payment of all amounts which may be required to be paid under any guaranty under this
subsection.” An opinion, dated December 12, 1969, of an Assistant Attorney General of the United
States, states that, under Section 306(g) of the National Housing Act, such guarantees of mortgage-backed -
securities (of the type to be delivered to the Trustee on behalf of the Corporation) are authorized to be
made by GNMA and “would constitute general obligations of the United States backed by its full faith
and credit.” .

GNMA guarantees the timely payment of the principal of and interest on the GNMA Security by
the Mortgage Banker. Interest and principal payments on the underlying mortgage loans received by the
Mortgage Banker from the mortgagor are the primary source of monies for payments on the GNMA
Securities. If such payments are less than what is due under the GNMA. Security, the Mortgage Banker is
obligated to advance its own funds to insure timely payment of all amounts coming due on the GNMA
Security. GNMA guarantees such timely payment to the holder of the GNMA Securities by the Mortgage
Banker whether or not made by a mortgagor. If such payments are not received as scheduled, the holder
of the GNMA Securities has recourse directly to GNMA. The GNMA Securities do not constitute a
liability of, nor evidence any recourse against, the Mortgage Banker as the issuer of the GNMA
Securities, but recourse thereon is solely against GNMA.

In order to meet its obligations under such guaranty, GNMA, in its corporate capacity under
Section 306(d) of Title III of the National Housing Act, may issue its general obligations to the United
States Treasury in an amount outstanding at any time sufficient to enable GNMA, with no limitations as
to amount, to perform its obligations under its guaranty of the timely payment of the principal of and
interest on a GNMA Security. The Treasury is authorized to purchase any obligations so issued by
GNMA and has indicated in a letter dated February 13, 1970, from the Secretary of the Treasury to the
Secretary of HUD that the Treasury will make loans to GNMA, if needed, to implement the
aforementioned guaranty. GNMA further warrants to the holder of each GNMA Security, that, in the
event it is called upon at any time to make good its guaranty of the payment of principal and interest on a
GNMA Security, it will, if necessary, in accordance with Section 306(d) of the National Housing Act,
apply to the Treasury Department of the United States for a loan or loans in amounts sufficient to make
payments of principal and interest. ‘
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Under the GNMA Mortgage-Backed Securities Program, the Mortgage Banker is obligated to
execute a Guaranty Agreement which provides that, in the event of a default by the Mortgage Banker,
including (i) a request to GNMA to make a payment of principal or interest on a GNMA Security, (ii) the
insolvency of the Mortgage Banker, or (iii) a default by the Mortgage Banker under any other Guaranty
Agreement with GNMA, GNMA shall have the right to extinguish the Mortgage Banker’s interest in the
mortgage loans that back GNMA Securities, which then shall become the absolute property of GNMA,
subject only to the unsatisfied rights of the owners of the GNMA Securities. In such event, the GNMA
Guaranty Agreement provides that GNMA shall be the successor in all respects to the Mortgage Banker
in its capacity under the GNMA Guaranty Agreement and shall be subject to all responsibilities, duties
and Habilities (except the Mortgage Banker’s indemnification of GNMA) of the Mortgage Banker
pursuant to the GNMA Guaranty Agreement. GNMA may contract for another eligible issuer of GNMA
Securities to undertake and agree to assume any part or all of such responsibilities, duties or liabilities of
the Mortgage Banker, as long as no such agreement detracts from or diminishes the responsibilities,
duties or liabilities of GNMA in its capacity as guarantor of the GNMA Security or otherwise adversely
affects the rights of the owners of the GNMA Securities.

Payment of Principal and Interest on the GNMA Securitiecs. GNMA Securities provide that
accrued interest for thirty (30) days is payable by the Mortgage Banker to the holder of the GNMA
Securities on the fifteenth (15%) of each successive  month thereafter until maturity of the GNMA
Security. The GNMA Securities are payable in equal monthly installments, subject to prepayment. The
aggregate amount of principal due on the GNMA Securities is in an amount equal to the scheduled
principal amortization currently due on the underlymg mortgage note.’

Each of the monthly installments is subject to adjustment by reason of any prepayments or other
early or unischeduled recoveries of principal on the mortgage note: In any event, the Mortgage Banker is
obligated to pay to the holder of the GNMA Securities, monthly installments of not less than the interest
due on the GNMA Securities at the rate specified in the GNMA Securities, together with any scheduled
installments of principal whether or not collected from the mortgagor, and any prepayments or early
recoveries of principal (including insurance proceeds and condemmation awards that are applied to
principal and FHA insurance benefits) and prepayment premiums paid under the Mortgage Note. Final
payment shall be made upon surrender of each outstanding GNMA Secunty Any such prepayment could
result in the redemption of Bonds at any time. .

In the event that a mortgagor defaults under an FHA-insured mortgage loan that backs.a GNMA
Security, the Mortgage Banker may elect to file a claim for FHA Insurance beneﬁts See “FHA Insurance
Program” above. .

Under the GNMA Mortgage-Backed Securities Program, the Mortgage Banker is required to
service and otherwise administer the mortgage loans in accordance with generally accepted practices of
the mortgage banking industry and the GNMA Servicer Guide. The monthly remuneration of the
Mortgage Banker, for its servicing and administrative functions, and the guaranty fee charged by GNMA,
are based on the unpaid principal amount of GNMA Securities outstanding. Repayment of principal on
such GNMA Securities will be based on repayment of the respective mortgage note which, because of the
minimum 0.25% higher interest rate on the note will occur more slowly than would repayment by equal
- installments of principal and interest at the interest rate on the GNMA Securities.

Fannie Mae
Fannie Mae Standby Credit Enhancement Instruments. Fannie Mae has issued standby credit

enhancement instruments with respect to certain Mortgage Loans pursuant to which, subject to certain
requirements set forth therein, Fannie Mae has agreed to pay certain payment deficiencies related to the
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scheduled principal and interest payments on such Morigage Loans, including any required Mortgage
Loan Mandatory Prepayment, and any deficiencies in the event of a mandatory prepayment or
- acceleration thereof, as described therein (“Mortgage Loan Credit Enhancement”).

The amount advanced under a standby credit enhancement instrument may not exceed the
Amount Available thereunder. The “Amount Available” is, at any time, an amount at least equal to (i) the
outstanding principal balance of the applicable Mortgage Loan (the “Principal Component™) plus (i) an
amount equal to the accrued interest on the outstanding principal balance of such Mortgage Loan for up to
60 days at a specified rate computed on the basis of a 360-day year of twelye 30 day months (the “Interest
Component”), in each instance as reduced by that amount, if any, previously provided by Fannie Mae to
the Corporation for payment under such standby credit enhancement instrument, such reduction to be in
an amount equal to 100% of the amount of such payment. Following certain payments, the Interest
Component of the Available Amount will be immediately reinstated.

Upon its receipt of an advance request with respect to the applicable Mortgage Loan or the
occurrence of an event of default thereunder or under a reimbursement security document, Fannie Mae
can elect to pay the Corporation the sum of the Principal Component and the accrued interest and
specified Corporation fee (not to exceed the Interest Component) and receive an assignment of such
Mortgage Loan.

Information on Fannie Mae and its financial condition is contained in periodic reports that are
filed with the Securities and Exchange Commission (the “SEC”). The SEC filings are available at the
SEC’s website at www.sec.gov. - , : _ '

Fannie Mae Pool Credit Enhancement Instrument. Pursuant to a Program Agreement with the
Corporation, Fannie Mae has issued its credit emhancement instrument (the “Credit Enhancement
Instrument™) with respect to a specified pool of Mortgage Loans (the “Fannie Mae Credit Enhanced
Mortgage Loans™). Each of the Fannie Mae Credit Enhanced Mortgage Loans in the pool will be entitled
to the benefits of a contract to make periodic interest reduction payments (“IRPs”) entered into by the
Secretary of HUD pursuant to Section 236(b) of the National Housing Act with the applicable Mortgagor.
See “Subsidy Programs — Section 236 Program” in this Appendix F. Each such Mortgage Loan will be
bifurcated in to a 236 Loan component expected to be paid from IRPs paid by HUD and a Conventional
Loan component expected to be paid from income of the related Development. The Fannie Mae Credit _
Enhanced Mortgage Loans will be pledged to the Trustee and to Fannie Mae, as their interests may
appear. :

Under the Credit Enhancement Instrument, Fannie Mae will agree to make “Debt Service
Advances” and “Buy-Out Advances” (described below) with respect to the Fannie Mae Credit Fnhanced
Mortgage Loans following a failure by the Mortgagor of any such Mortgage Loan to pay when due and in
full payments required with respect to its Mortgage Loan (a “Borrower Payment Default”).

Fannie Mae will agree to make Debt Service Advances to the Trustee on demand of the Trustee
(1) with respect to the Conventional Loan component of the Fannie Mae Credit Enhanced Mortgage
Loans, if a Borrower Payment Default has occurred and is continuing and the aggregate principal and
interest payments received in any Payment Period on the Conventional Loan component are less.than 75
percent of all the scheduled principal and interest payments to be made on the Conventional Loan
component for the same Payment Period (such difference is referred to as the “Conventional Shortfall”)
and (ii) with respect to the 236 Loan component of the Fannie Mae Credit Enhanced Mortgage Loans, if a
Borrower Payment Default has occurred and is continuing and the aggregate principal and interest
payments received in any Payment Period on the 236 Loan component are less than 100% of all the
scheduled principal and interest payments to be made on the 236 Loan components for such Payment
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Period (such difference is referred to as the “236 Shortfall”). A Debt Service Advance will be in an

amount equal to such Conventional Shortfall or 236 Shortfall. Debt Service Advances will relate to a

deficiency in the aggregate payments made by all Fannie Mae Credit Enhanced Mortgage Loans during

~ the Payment Period as set forth in the Program Agreement (and will not relate to any particular Fannie
Mae Credit Enhanced Mortgage Loan).

If a Borrower Payment Default has occurred and is continuing with respect to the Conventional
Loan component of Fannie Mae Credit Enhanced Mortgage Loans and the aggregate principal and
interest payments received in any Payment Period for the Conventional Loan component is 75% or more
(but less than 100%) of all the scheduled principal and interest payments to be made for the same
Payment Period for the Conventional Loan Component, the Fannie Mae Credit Enhancement Instrument
may not be drawn on to make up such deficiency. At the direction of the Corporation, the Trustee may
apply amounts in the Mortgage Loan Reserve Account to pay debt service on Bonds the proceeds of
which financed Fannie Mae Credit Enhanced Mortgage Loans.

Fannie Mae will also agree to make Buy-Out Advances to the Trustee in respect of any Fannie
" Mae Credit Enhanced Mortgage Loan with respect to which a Borrower Payment Default has occurred (a
“Defaulted Mortgage Loan”) under the terms and conditions set forth in the Credit Enhancement
Instrument and the Supplemental Resolution. A Buy-Out Advance relates to a particular Fannie Mae
Credit Enhanced Mortgage Loan. The Corporation may demand that Fannie Mae make a Buy-Out
Advance with respect to a Defaulted Mortgage Loan upon the first to ocour of (i) the completion of a
foreclosure action on the Defaulted Mortgage Loan and the resulting transfer of the property securing that
Defaulted Mortgage Loan; and (ii) the commencement of a foreclosure action on a Defaulted Mortgage
Loan after conclusion of all administrative remedies by HPD with respect to such Defaulted Mortgage
Loan and HPD’s written certification to the effect that HPD will not contest or resist the proposed
foreclosure, but in no event may the Corporation demand a Buy-Out Advance unless not less than two
years has elapsed from the date of the first uncured Borrower Payment Default with respect to that
Defaulted Mortgage Loan. Both Fannie Mae and the Corporation will each have the right, acting alone,
to commence a foreclosure action, but only if HPD has provided a HPD Certification for such Defaulted
Mortgage Loan. Upon payiment of a Buy-Out Advance with respect to a Defaulted Mortgage Loan, all
rights to such Defaulted Mortgage Loan and all payments made with respect to such Defaulted Mortgage
Loan will be for the benefit of Fannie Mae and Fannie Mae shall be entitled to and/or control all rights
with respect to such Defaulted Mortgage Loan. '

Each Buy-Out Advance is to be in an amount equal to the unpaid principal balance of the
Defaulted Mortgage Loan for which such advance is being made (“Defaunited Mortgage Loan Balance”),
less an allocation of Buy-Out Credits (described below) then outstanding, if any, but not in an amount in
excess of the Defaulted Mortgage Loan Balance. Fannie Mae may choose to make an allocation of Net
Buy-Out Credits (described below) to the Buy-Out Advance and, if more than one Defaulted Mortgage
Loan is the subject of one Buy-Out Advance, to which Defaulted Mortgage Loan or Loans within the
Buy-Out Advance, Should Fannie Mae fail to make a selection, Fannie Mae will be deemed to have
elected to apply any Net Buy-Out Credits then available to the Buy-Out Advance and if more than one
Defaulted Mortgage Loan is included in the Buy-Out Advance, to the Defaulted Mortgage Loans in the
chronological order in which such loans defaulted. The Defaulted Mortgage Loan Balance is to exclude
all accrued and unpaid interest on the Defaulted Mortgage Loan, capitalized interest, interest on interest,
late fees, collection costs and Mortgage Loan Costs or any other sums added to the principal balance at
any time for purposes of determining the amount of the Buy-Out Advance for such Defaulted Mortgage
Loan.

If a Debt Service Advance was made with respect to the 236 Loan component of the Fannie Mae
Credit Enhanced Mortgage Loans, Buy-Out Credits earned by Fannie Mae will be the aggregate
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scheduled principal components of the unpaid installments of such Fannie Mae Credit Enhanced
Mortgage Loans for the Payment Period for which that Debt Service Advance was made. If a Debt
Service Advance was made with respect to the Conventional Loan component of the Fannie Mae Credit
Enhanced Mortgage Loan, the Buy-Out Credits earned by Fannie Mae will be the amount of the Debt
Service Advance, multiplied by a fraction, the denominator of which is equal to the scheduled principal
and interest payments payable on the portion of the Fannie Mae Credit Enhanced Mortgage Loans to be
paid from the income of the Developments during the relevant Payment Period and the numerator of
which is equal to the scheduled principal payments during such Payment Period with respect to such
portion of the Fannie Mae Credit Enhanced Mortgage Loans. “Net Buy-Out Credits” will equal (i) the
sum of all Buy-Out Credits earned by Fannie Mae from time to time less (ii) the sum of all
reimbursements allocable to principal received by Fannie Mae and all Buy-Out Credits applied to Buy-
Out Advances. :

Pursuant to the applicable Supplemental Resolution, the Corporation is required for each
applicable Payment Period, to calculate the aggregate Mortgage Loan Shortfall on all Defaulted Mortgage
+ Loans for such Payment Period, if any, including a breakdown of the Conventional Loan Component

- Reserve Withdrawal Amount, the Conventional Loan Component Shortfall, if any, and the 236 Loan
Component Shortfall, if any, for such Defaulted Mortgage Loans, and to submit such calculations in
writing to the Trustee, with a copy to Fannie Mae, no later than the twentieth (20th) day of the calendar
month (or if such twentieth (20th) day is not a Business Day, on the next succeeding Business Day)
immediately preceding an Interest Payment Date. The Trustee is to request a Debt Service Advance
under the Credit Enhancement Instrument not less than four (4) Business Days before the next succeeding
Interest Payment Date. If a Certificate in respect of @ Debt Service Advance is presented under the Credit
Enhancement Instrument at or prior to 12:00 noon, Washington, D.C. time, on a Business Day, and the
Certificate conforms to the requirements of the Credit Enhancement Instrument, Fannie Mae is required
to either pay to the Trustee the amount specified or provide the Trustee with the fedwire number relating
to the wiring of that amount no later than 12:00 noon, Washington, D.C. time, on the third Business Day
following such presentation.

~ All payments received with respect to Defaulted 236 Mortgage Loans are to be applied to pay
Mortgage Loan Costs (defined below) and then to reimburse Fannie Mae for any advances it has made.
All payments received with respect to Defaulted Conventional Mortgage Loans are to be applied first to
pay Mortgage Loan Costs and then to make the following payments in the following order of priority: to
reimburse Fannie Mae for the portion of Debt Service Advances not allocable to the principal of
Mortgage Loans, to the Trustee for unpaid and unreimbursed interest payments, to reimburse Fannie Mae
for the portion of Debt Service Advances allocable to principal and to the Trustee for unpaid and
unreimbursed principal payments. “Mortgage Loan Costs” means any of the amounts paid by the
Corporation, any Servicer or Fannie Mae with respect to a Mortgage Loan for any of the following: (@)
taxes and assessments, (b) insurance premiums, (c) any payments, reasonably determined by the
Corporation or Fannie Mae to be necessary to preserve and protect the property related to the Mortgage
Loan, and (d) any payments, as reasonably determined by the Corporation or Fanniec Mae be necessary to
exercise any legal or equitable remedies (including reasonable attomey, appraisal, environmental or other
professional fees and expenses).

Fannie Mae may remove a Fannie Mae Credit Enhanced Mortgage Loan from the pool covered
by the Credit Enhancement Instrument if certain representations made by the Corporation with respect to
such Mortgage Loan are not correct. In the Program Agreement, the Corporation makes certain
representations concerning its corporate authority to enter into the Program Agreement as well as
representations regarding the Fannie Mae Credit Enhanced Mortgage Loans, including the documentation
relating to the Mortgage Loans, the properties that are subject to the Mortgage Loans, the priority of the
liens created by the Mortgage Loans, the Mortgagors and the operation of the Developments. In addition,
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a Fannie Mae Credit Enhanced Mortgage Loan will be removed from the pool covered by the Credit
Enhancement Instrument following a Buy-Out Advance with respect to such Fannie Mae Credit
Enhanced Mortgage Loan. Last, the Corporation may remove a Fannie Mae Credit Enhanced Mortgage
Loan from the pool covered by the Credit Enhancement Instrument (i) prior to a date approximately 15
years from the date the Mortgage Loan became a Fannie Mae Credit Enhanced Mortgage, with the
consent of Fannie Mae upon the filing of a Cash Flow Statement and (ii) on and afier a date
approximately 15 years from the date the Mortgage Loan became a Famnie Mae Credit Enhanced
Mortgage, upon the filing of a Cash Flow Statement. Any Fannie Mae Credit Enhanced Mortgage Loan
removed from the pool other than by reason of a Buy-Out Advance shall continue to be a Mortgage Loan
pledged under the Resolution subject to the terms of the Resolution permitting subsequent rémoval. Any
Fannie Mae Credit Enhanced Mortgage Loan removed from the pool by reason of a Buy-Out Advance
shall no longer be pledged for the benefit of the Bond owners under the Resolution. :

Freddie Mac

Freddie Mac Standby Credit Enhancement Agreements

Freddie Mac bas issued standby credit enhancement agreements with respect to certain Mortgage
Loans pursuant to which, subject to certain requirements set forth therein, Freddie Mac has agreed to pay
certain payment deficiencies related to the scheduled principal and interest payments on such Mortgage
Loans and any deficiencies in the event of a mandatory prepayment or acceleration thereof, as described
therein. ' :

The amount drawn under a standby credit enhancement agreement may not exceed the Available
Amount thereunder. The “Available Amount” is, at any time, an amount at least equal to (i) the
. outstanding principal balance of the applicable Mortgage Loan (the “Principal Component”) plus (ii) an
amount equal to the accrued interest on the outstanding principal balance of such Mortgage Loan for up to
60 days at a specified rate computed on the basis of a 360-day year of twelve 30 day months (the “Interest
Component”), in each instance as-reduced by that amount, if any, previously provided by Freddie Mac to
the Corporation for payment under such standby credit enhancement agreement, such reduction to be in
an amount equal to 100% of the amount of such payment. Following certain payments, the Interest
Component of the Available Amount will be immediately reinstated.

Upon its receipt of a draw request with respect to the applicable Mortgage Loan or the occurrence
of an event of default thereunder or under a reimbursement security document, Freddie Mac can elect to
pay the Corporation the sum of the Principal Component and the accrued interest and specified
Corporation fee (not to exceed the Interest Component) and receive an assignment of such Mortgage
Loan.

Freddie Mac Risk Share Standby Credit Enhancement Agreements

It is expected that certain Mortgage Loans financed with proceeds of the Corporation’s Multi-
Family Housing Revenue Bonds, 2018 Series K will be partially enhanced by the Federal Home Loan
Mortgage Corporation (“Freddie Mac”) through its delivery of standby credit enhancement agreements
(“Freddie Mac Risk Share Standby Credit Enhancement Agreements”) upon completion of construction
and stabilization of the related Projects and compliance with certain conditions to conversion contained in
the related Freddie Mac forward commitments. Each such Mortgage Loan will be comprised of a senior
loan tranche “(Senior Tranche”) typically equal to 80% of the principal amount thereof and a subordinate
loan tranche (“Subordinate Tranche”) typically equal to 20% of the principal amount thereof (but such
percentages may vary). Only the Senior Tranche of each such Mortgage Loan will be credit enhanced by
Freddie Mac. Each Freddie Mac Risk Share Standby Credit Enhancement Agreement will provide that,
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subject to certain requirements set forth therein, Freddie Mac will pay certain payment deficiencies
related to the principal and interest due with respect to the Senior Tranche of the related Mortgage Loan.

The amount drawn under a Freddie Mac Risk Share Standby Credit Enhancement Agreement
may not exceed the Available Amount thereunder. The “Available Amount” is, at any time, an amount
equal to (i) the outstanding principal balance of the Senior Tranche of the related Mortgage Loan (the
“Principal Component™) plus (i) an amount equal to the accrued interest on the outstanding principal
balance of the Senior Tranche of the related Mortgage Loan for up to 60 days at a specified rate computed
on the basis of a 360-day year of twelve 30 day months (the “Interest Component”), in each instance as
reduced by that amount, if any, previously provided by Freddie Mac to the Corporation for payment under
such standby credit enhancement agreement, such reduction to be in an amount equal to 100% of the
amount of such payment. Following certain payments, the Interest Component of the Available Amount
will be immediately reinstated. :

Upon its receipt of a draw request with respect to the applicable Mortgage Loan or the occurrence
of an event of default thereunder or under a Freddie Mac reimbursement security document, Freddie Mac
can elect to pay the Corporation the sum of the Principal Component and the accrued interest and

-specified Corporation fee (not to exceed the Interest Component) and receive an assignment of such
Mortgage Loan, subject to the retention by the Corporation of its right to receive subsequent payment of
amounts owed with respect to the Subordinate Tranche of the applicable Mortgage Loan.

Information on Freddie Mac and its financial condition is contained in periodic reports that are
filed with the Securities and Exchange Commission (the “SEC™). The SEC filings are available at the
SEC’s website at www.sec.gov.

Long-term 1L.OCs

Supplemental Security in the form of a letter of credit issued by a bank or other financial
institution may be provided with respect to a permanent Mortgage Loan (a “Long-term LOC”). The
Long-term LOCs need not meet the requirements under the General Resolution for a Credit Facility and
will not be pledged to the owners of the Bonds; however, any payments received by the Corporation from
the letter of credit provider pursuant to a Long-term LOC constitute Revenues and therefore will be
pledged for the benefit of the owners of the Bonds. It is anticipated that Long-term LOCS will provide
that they may be drawn upon by the Corporation if the applicable Mortgagor fails to make the required
. debt service payments on the related Mortgage Loan. The Long-term LOCs are expected to provide that

the amount drawn on a Long-term LOC be equal to such required debt service payment or, at the
direction of the provider of the Long-term LOC, to the outstanding principal balance of the applicable
Mortgage Loan plus the lesser of (1) accrued interest or (ii) the maximum amount available under the
Long-term LOC with respect to accrued interest. It is expected that, in the case of the latter draw, such
Mortgage Loan will be immediately assigned to the Long-term LOC provider, will no longer be pledged
for the benefit of the owners of the Bonds and will be free and clear of the pledge and lien of the General
Resolution.

The following table provides information regarding Long-term LOCs for Mortgage Loéns as of
July 31, 2019: .

Number of
Long-term LOC Bank LOCs Total Dollar Amount
Citibank N.A. 11 $65.,372,032
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The bank providing the Long-term LOCs is a wholly-owned subsidiary of a parent corporation.
The parent corporation files annual, quarterly, and certain other reports with the SEC. Such reports are
available at the SEC’s website at www.sec.gov.

Construction LOCs

Prior to the Corporation making a Mortgage Loan to a Mortgagor, such Mortgagor executes an
HDC Commitment in which the Corporation agrees to provide the applicable Mortgage Loan. The HDC
Commitment may require the Mortgagor to obtain a letter of credit (a “Construction LOC”) to be
available during construction from a bank or other financial institution acceptable to the Corporation as a
condition to the Corporation providing the applicable Mortgage Loan during construction. The
Construction LOCs need not meet the requirements under the Resolution for a Credit Facility. Such
letters of credit will not be pledged to the owners of the Bonds; however, any payments related to the
applicable Mortgage Loan received by the Corporation from the letter of credit providers pursuant to such
Construction LOCs related to the failure of the Mortgagor to make the required debt service payments
constitute Revenues and therefore will be pledged for the benefit of the owners of the Bonds. It is
anticipated that such Construction LOCs may be drawn upon by the Corporation if the applicable
Mortgagor fails to make the required debt service payments on the applicable Mortgage Loan. The
amount drawn on a Construction LOC will be either (a) the outstanding principal balance of the
applicable construction Mortgage Loan plus the lesser of (i) accrued interest or (ii) the maximum amount
available with respect to accrued interest, or (b) the lesser of (i) accrued interest or (ii) the maximum
amount available with respect to accrued interest. The Construction LOC provider may direct the
Corporation to make a principal and interest drawing or an interest-only drawing. If the Corporation
makes a principal and interest drawing, such Mortgage Loan will be immediately assigned to the letter of
credit provider and no longer be pledged for the benefit of the owners of the Bonds and will be free and
clear of the pledge and lien of the General Resolution.

Following the satisfaction of the conditions of the applicable HDC Commitment which may .
require, among other things, the provision by the Mortgagor of equity, the satisfactory completion of
construction within a certain time schedule from the making of the applicable construction Mortgage
Loan and within a certain construction budget, the issuance of a certificate of occupancy, the attainment
of a specified minimum rental achievement level, and delivery of other required certificates and legal
opinions, the Corporation will release the Construction LOC relating to the applicable construction
Mortgage Loan. If said Construction LOC is not released because of a failure by the Mortgagor of
applicable Development to comply with the conditions enumerated in the HDC Commitment or if said
Construction LOC is not extended beyond its maturity until such conditions are satisfied, it is expected
that said Construction LOC will be drawn upon by the Corporation and the proceeds from said draw
could be used to redeem a portion of the Series of Bonds issued to finance such Morigage Loan.
Generally, until such Construction LOC is released, the bank issuing the Construction LOC will service
or provide for the servicing of the applicable Mortgage Loan. Thereafter, it is expected that the
Corporation will service the applicable Mortgage Loan (see “The PROGRAM—Servicing” in Part II of
this Official Statement). S '
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The following table provides information regarding Construction LOCs for Mortgage Loans as of
July 31, 2019:

Number of
Construction LOC Bank LOCs Total Dollar Amount
Bank of America, N.A : 13 $484,606,876
The Bank of New York Mellon 9 370,698,382
Capital One Bank ®© 9 250,164,204
Citibank N.A. 15 556,896,915
Goldman Sachs . I 195,536,250
JPMorgan Chase Bank, N.A. 14 387,362,262
TD Bank 2 84,233 680
Wells Fargo Bank, N.A. 18 937,467,460
Total: 81 $3,266,966,029

™) These Construction LOC:s are each confirmed by an irrevocable standby letter of credit conﬁnnafion issued by
Federal Home Loan Bank of Atlanta,

Each bank providing a Construction LOC is a wholly-owned subsidiary of a parent corporation,
These ‘parent corporations file annual, quarterly, and certain other reports with the Securities and
Exchange Commission (the “SEC”). Such reports are available at the SEC’s website at WWW.SEC.gov.

Wells Fargo Bank, National Association

Wells Fargo Bank, N.A. (the “Bank™) is a national banking association organized under the laws of
the United States of America with its main office at 101 North Phillips Avenue, Sioux Falls, South Dakota
57104, and engages in retail, commercial and corporate banking, real estate lending and trust and investment
services. The Bank is an indirect, wholly-owned subsidiary of Wells Fargo & Company (“Wells Fargo™), a
diversified financial services company, a financial holding company and a bank holding company registered
under the Bank Holding Company Act of 1956, as amended, with its principal executive offices located in San
Francisco, California. »

The Bank prepares and files Call Reports on a quarterly basis. Each Call Report consists of a balance
sheet as of the report date, an income statement for the year-to-date period to which the report relates and

The Bank has a long-term issuer rating of “A+” and a short-term issuer rating of “A-1” from Standard
& Poor’s Ratings Services, and a long-term deposit rating and a long-term counterparty risk assessment rating -
of “Aal” and a short-term deposit rating and a short-term counterparty risk assessment rating of “P-1" from
Moody’s Investors Service, Inc. ' : '
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The Construction LOCs provided by the Bank are solely obligations of the Bank and are not
obligations of, or otherwise guaranteed by, Wells Fargo, and no assets of Wells Fargo or any affiliate of
the Bank or Wells Fargo will be pledged to the payment thereof. Payment of such Construction LOCs is
not insured by the FDIC, ‘ ' '

The information contained in this section, including financial information, relates to and has been
obtained from the Bank, and is furnished solely to provide limited introductory information regarding the Bank
and does not purport to be comprehensive. Any financial information provided in this section is qualified in its
entirety by the detailed information appearing in the Call Reports referenced above. The delivery of this
Official Statement shall not create any implication that there has been no change in the affairs of the Bank
since the date of this Official Statement. -

SUBSIDY PROGRAMS

Mitchell-Lama Program

General. The Mitchell-Lama program was created to facilitate the construction and continued
operation of affordable moderate and middle income rental and cooperative housing in the State of New
York. The Developments which are regulated under the Mitchell-Lama program are currently all non-
refinanced rental housing projects located in the City of New York and, therefore, this summary of the
Mitchell-Lama program is limited to non-refinanced rental projects. Each rental project in the Mitchell-
Lama program was constructed and is operated as a limited-profit housing project or a cooperative in
accordance with Article 2 of the New York Private Housing Finance Law and the rules and regulations
promulgated thereunder (the “Mitchell-Lama Law™).

HPD Supervision. The City of New York Department of Housing Preservation and Development
(“HPD”) has supervisory authority over those projects in the Mitchell-Lama program which received
financing from the City or the Corporation. HPD carries out all its supervisory functions with limited
resources, which may affect the priority or completion time frames for its various supervisory activities.

HPD regulates the project’s rental procedures and tenant income limits. HPD oversees the
renting of vacant units including the establishment of waiting lists and the advertising process relating
thereto. HPD approves the admission of new tenants as well as the transfer of existing tenants to other
units in a project. HPD also verifies initial and annual tenant income certifications submitted by tenants
to ensure that the tenant income requirements of the Mitchell-Lama program are maintained. Tenants
with incomes in excess of the certain income requirements are required to pay rent surcharges to the
project owners. -

HPD conducts a periodic physical inspection of the common areas of the projects in the Mitchell-
Lama program in order to assess property maintenance levels. HPD has power to audit the books of a
project owner and conducts a periodic site administrative review o review service contracts, insurance
coverage and the project’s record keeping systems. HPD also reviews all commercial leases, contracts in
excess of $5,000 or $10,000 depending on project size, monthly project operations reports, the use of
blocked reserve accounts and the annual profit retained by the project owner.

HPD approves all rent increase applications after holding a public hearing and reviewing a
financial analysis prepared by HPD and project owners, provided, however, such rental increases in
projects benefitting from the Section 236 program are also subject to the approval of HUD. HPD has the
right to remove any or all of the existing directors of an ownership entity and to appoint individuals that
HPD deems advisable in the event of a violation of a provision of the owner’s certificate of incorporation,
any applicable law, the loan or mortgage contract or HPD’s rules and regulations.
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Corporation Rent Increase Authority. Other than with respect to certain mortgage loans

underlying the 2014 Series B Participant Interest regulated pursuant to the Mitchell-Lama Law, the Act
empowers the Corporation and the Resolutions require the Corporation (whenever it shall find that the
maximum rentals, which are charged tenants of the dwellings in any Project in the Mitchell-Lama
program, in whole or in part, shall not be sufficient together with all other income of the Mortgagor to
meet within reasonable limits al] necessary payments to be made by the Mortgagor of all expenses,
including fixed charges, sinking funds, reserves and dividends) to request the Mortgagor to make

the value of the property included in such rehabilitation and-provided further that the minimum tax to be
paid shall not be less than ten per centum (10%) of the annual shelter rent of such project. This tax
exemption continues so long as the mortgage loan made to the owner remains outstanding. In the case of
any Project in the Mitchell-Lama program which is the subject of a ground lease, such tax exemption is
reflected in the underlying lease payments, Pursuant to the Act, the property of the Corporation is exempt
from State and local taxes. In the event the Corporation shall become the owner of a Development, it
would be exempt from the payment of real estate taxes,

Sectioq 236 Program

General. Pursuant to Section 236(b) of the National Housing Act (“Section 236”), the Secretary
of HUD (the “Secretary”) entered into certain contracts (each a “Section 236 Contract™) to make periodic
interest reduction payments to Section 236 mortgagees on behalf of the mortgagors of housing projects
designed for occupancy by persons or families as described in Article 2 of the Private Housing Finance
Law and families of low income. HUD?’s interest reduction subsidy payment share is in an amount equal
to the difference between the monthly payment for principal, interest and mortgage insurance premiums
or mortgage servicing fees, as appropriate, which a mortgagor is obligated to pay under its mortgage loan
and the monthly payment for principal and interest a morigagor would be obligated to pay if its mortgage
loan were to bear interest at the rate of one per centum (1%) per annum. Under Section 236, interest
reduction payments with respect to a project (the “HUD Payments™) shall be made only during the period

that such project is operated as a rental or cooperative housing project.

Termination of HUD Payments. HUD is obligated to make HUD Payments under a Section 236
Contract and may not terminate HUD Payments under a Section 236 Contract, except under the
circumstances described below, including, but not limited to, certain foreclosure actions instituted by the
Corporation (see “THE PROGRAM-—Certain Factors Affecting the Mortgage Lodns—New York
Foreclosure Procedures and Bankruptey” and “Appendix B—Summary of Certain Provisions of the
General Resolution—Covenants with Respect to Mortgage Loans™). If HUD Payments are terminated,
the Secretary may reinstate them at his or her discretion pursuant to such additional requirements as the
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Secretary may prescribe. A Section 236 Contract may be terminated at the option of, and upon written
notice from, the Secretary after the expiration of one year from the date of the termination of HUD
Payments, unless such payments have been reinstated. In the event HUD were to terminate HUD
Payments in respect of a Development subsidized through a Section 236 Contract, such terminated
HUD Payments would not be available to pay debt service on the related Mortgage Loan (a
“Section 236 Mortgage Loan™), which could result in a default on such Mortgage Loan.

Acquisition by Ineligible Owner; Transfer Limitation of Mortgage Loan. HUD may terminate
HUD Payments with respect to a Project if the Project is acquired by any owner who is not an eligible
mortgagor under Section 236. Each Mortgagor has covenanted in the Section 236 Contract only to
iransfer such Project to an eligible Mortgagor approved by the Secretary and each Mortgagor has
covenanted in the Mortgage not to transfer such Project without the consent of the Section 236
mortgagee. The Department of Housing and Urban Development Reform Act of 1989 (the “HUD
Reform Act”) made public entities eligible to be owners of projects receiving assistance under Section
236. Pursuant to the HUD Reform Act, the Corporation is an eligible Section 236 owner. Transfer of a
Project is also subject to the prior approval of HPD. :

Each Section 236 Contract provides that the corresponding Section 236 Mortgage Loan may only
be assigned, including any assignment or reassignment between the Corporation and the Trustee, with
HUD’s prior written approval.

Excess Income. Pursuant to each Section 236 Contract, there is established (i) a basic or
subsidized rental charge for each subsidized dwelling unit in the Project (the “basic rent”), determined on
the basis of the anticipated operating costs of the Project assuming the payment of principal and interest
on a mortgage note bearing interest at the rate of 1% per annum and an amortization period of up to fifty
(50) years, and (ii) a fair market rental charge for each such umit, .determined on the basis of the
anticipated operating costs of the Project assuming payment of principal and interest at the unsubsidized
mortgage rate (the “market rent”). The rent charged for each subsidized unit (the “tenant rent”) is the
greater of the basic rent or thirty per centum (30%) of the tenant’s adjusted monthly income, but in no
event may the Mortgagor charge an amount in excess of the market rent (not including permitted
surcharges). Under each Section 236 Contract, the Section 236 morigagee and HUD must approve all
rent Increases. '

Each Section 236 Contract provides that the Mortgagor shall pay monthly to HUD all rental
charges collected in excess of the basic rental charges for all occupied units (“Excess Income Payments™).
Tn a notice issued by HUD on January 4, 1991 with respect to all mortgagors subject to Section 236
Contracts, HUD stated that it would implement strict enforcement actions against an owner of a project
who does not remit excess rental amounts. This notice states that HUD should attempt to recover Excess
Tncome Payments if the affected mortgagor does not make a lump sum payment or enter into a repayment
schedule with HUD through the following actions listed in order of priority: use of the project’s residual
receipts, repayment of distributions, surplus cash and finally, project income. Among HUD’s numerous
potential remedies against the affected mortgagors are suspension of interest reduction payments. No
assurance can be given regarding which remedies, if any, HUD will utilize against affected mortgagors in
the event HUD seeks to affirmatively enforce the collection of Excess Income Payments.

Prior to April 1996, mortgagors were permitted to calculate the amount of Excess Income
Payments payable to HUD on a project-wide basis, which enabled mortgagors to use Excess Income
Payments to offset collection losses from nonpaying tenants. Section 236 was amended to require that,
beginning in 1996, Excess Income Payments must be remitted to HUD on a unit-by-unit basis, thus
precluding the ability of mortgagors to use such Excess Income Payments to offset collection losses and
potentially reducing the income available to the projects.
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In 1999, Congress passed the “Preserving Affordable Housing for Senior Citizens and Families
mto the 21st Century Act” (the “1999 Act”). This and subsequent legislation allow Mortgagors of
Section 236 Developments fo retain excess rents for project purposes if consented to by HUD. Based
solely on a review of the most recent information submitted to it by the Mortgagors of the Section 236
Developments where the Corporation is the Section 236 mortgagee (which relate to the Section 236
Mortgage Loans other than the underlying 2002 Series D Trust Mortgage Loans), the Corporation
believes that such Mortgagors are current on the Excess Income Payments due to HUD. No assurance
can be given as to the impact of the revised Section 236 in the current or any future fiscal year on the
ability of the Mortgagors of the Section 236 Developments to cover operating expenses and debt service
on their respective Section 236 Mortgage Loans without requiring an increase in rents after Excess
Income Payments are remitted to HUD.

The 1999 Act also permits Mortgagors of Section 236 Developments to refinance their mortgages
(if the mortgages are otherwise eligible for prepayment) while retaining the Section 236 subsidy, which
HUD generally refers to as its Section 236 “decoupling” program. HUD has considerable discretion in
implementing the decoupling program and Section 236 Contracts executed pursuant to the program may
have terms different from those described herein for the program generally. .Among other things, in order
to benefit from the decoupling program, the Mortgagor must agree to enforce the income and rent
_ restrictions applicable to the development for a period ending five years beyond the term of assistance
under the new Section 236 Contract.

Certain Mortgagor Covenants. Each Mortgagor has covenanted in the Section 236 Contract to
limit admission to the subsidized dwelling units in the Project to those families whose incomes do not
exceed the applicable limits approved by the Section 236 mortgagee or the Secretary, with the exception _
of those tenants who agree to pay fair market rent. The Section 236 Contracts contain other covenants
relating to the preference for occupancy for certain displaced or low income families, the compliance with
applicable civil rights laws prohibiting discrimination in housing, the maintenance of information and
records concerning tenants and tenant income in a form required under HUD regulations, the availability
for inspection of such information and records, prohibitions against denying occupancy due to number of
children in the family and the number of subsidized units which may be rented to any one tenant at any
one time. The Secretary has the authority to suspend or terminate HUD Payments at any time upon
default by a Mortgagor under any of such covenants as well or upon any other default by a Mortgagor or
the Section 236 mortgagee under the terms and conditions of the Section 236 Contract.

Each Mortgagor has covenanted to maintain habitability of the Project units. Under the terms of
certain Section 236 Contracts, HUD may adjust subsidy payments in the event g subsidized unit is
destroyed or otherwise rendered not habitable for any reason unless such unit is restored or rehabilitated
within a reasonable time or unless an unsubsidized unit is designated in its place. :

Set-Off Rights of the United States. Payments under a Section 236 Contract duly and properly
paid and actually received by or on behalf of the Corporation have been pledged to the Trustee as part of

the security for the Bonds, and the Corporation is obligated to deliver to the Trustee all such payments
upon receipt. Under Federal law, the United States Government has the right to set-off liabilities to the
United States against the amounts payable under a Section 236 Contract. The Corporation does not
believe it has any Habilities to the United States which would result in any set-off against such payments
for those projects where it is the Section 236 mortgagee. The set-off right of the United States described
above applies only to payments under a Section 236 Contract which have not actually been paid by HUD.
Once payments under a Section 236 Contract are received by the Corporation and delivered to a trustee,
they cannot be subjected to repayment to the United States by such trustee. However, in the case of
excessive payments under a Section 236 Contract, the Section 236 mortgagee would remain obligated to
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refund to the Secretary the amount which was overpaid, and such liabilities could be offset against future
payments under the Section 236 Contract.

Section 236, the rules, regulations and directives promulgated pursuant thereto and the Section
236 Contracts, do not contain any express requirement that any savings which result from a reduction in
the Corporation’s cost of borrowing due to a refunding of its obligations issued to finance a mortgage
loan must be used to lower the interest rate on the mortgage loan and thereby to reduce HUD Payments.
Consequently, the Corporation did not reduce the interest rate on the applicable Section 236 Mortgage
Loans as a result of the issuance of the 1996 Series A Bonds. . Based on the foregoing, the Corporation
does not believe that HUD or any other party is entitled to all or a portion of the Corporation’s debt
service savings that result from the issuance of the 1996 Series A Bonds. Similarly, the Corporation does
not believe that HUD or any other party is entitled to any amounts received by the Corporation as a result
of the redemption of: (i) the Corporation’s bonds that originally financed the Knickerbocker Plaza
Development related to the Additional Mortgage Loan contributed in connection with the issuance of the
1999 Series A Bonds and (ii) the Corporation’s bonds that originally financed the developments related to
the Mortgage Loans contributed in connection with the issuance of the 2001 Series B Bonds.” However,
no assurance can be provided that HUD will not assert a right to reduce the amount of payments payable
under the applicable Section 236 Contracts based upon the issuance of the 1996 Series A Bonds and/or
the 2001 Series B Bonds and/or the aforesaid redemptions. If such a right is asserted, HUD could take
certain actions including attempting to reduce payments under the applicable Section 236 Contracts.

HPD Supervision. All but one of the Projects with Section 236 Contracts were constructed and
are operated as limited-profit housing projects or cooperatives in accordance with the Mitchell-Lama
Law. For more information on the Mitchell-Lama Law, see “Mitchell-Lama Program” above.

Section 8 Program

General. The following is a brief description of the housing assistance payments program (the
“Section 8 program”) authorized by Section 8 of the United States Housing Act of 1937, as amended (the
“1937 Housing Act”), which is qualified in its entirety by references to the applicable provisions of said
Act and the regulations thereunder (the “Regulations”). The description applies to the variant of the
Section 8 program which provides assistance under subsidy contracts for projects which set aside units for
lower income families. Accordmgly, this variant of the Section 8 program may be referred to as the

“project-based Section 8 program.’

The Section 8 program is administered by HUD and authorizes subsidy payments pursuant to
Housing Assistance Payments Contracts (“HAP Contracts”) to the owners of qualified housing for the
benefit of lower income families (defined generally as families whose income does not exceed 80% of the
~ median income for the area as determined by HUD) and very-low income families (defined generally as

families whose income does. not exceed 50% of the median inconie for the area as defined by HUD).
Provision is made under the 1937 Housing Act and Regulations for administration of the Section 8
program through state or local housing finance agencies acting as contract administrator (the “Contract
Administrator”) of the HAP Contracts. Under this arrangement, the Contract Administrator agrees to pay
the subsidy to or for the account of the mortgagor and concurrently contracts with HUD for payments of
the subsidy by HUD to it. HUD may also serve as Contract Administrator.

Under the 1937 Housing Act and the Regulations, not more than 25% of the dwelling units
which were available for occupancy under HAP Contracts before October 1, 1981 and which are leased
thereafter shall be available for leasing by lower income families other than very-low income families;
and not more than 15% of the dwelling units which become available for occupancy under HAP Contracts
after October 1, 1981 shall be available for leasing by lower income families other than very-low income
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families. The law also requires that not less than 40% of the dwelling units that become available for
occupancy in any fiscal year shall be available for leasing only by families whose annual income does not
exceed 30% of area median income (as determined by HUD and adjusted for family size) at the time of
admission. '

Amount and Payment of Subsidy. Section 8 subsidies available for debt service on the Mortgage
Loans are based upon the “contract rent” applicable to specified dwelling units. The contract rent is
initially based on the fair market rent for the dwelling unit, which is determined by HUD periodically
with respect to each locality and published in the Federal Register. The housing assistance payments
generally represent the difference between the contract rents for all eligible units in a development, as
approved by HUD from time to time, and the eligible tenant’s contribution, which is generally 30% of
such tenant’s income, as adjusted for family size, income and expenses, with certain adjustments,
although each assisted family is generally required to pay a minimum rent of between $25 and $50 per
month. The contract rents for a development are generally limited to the “fair market rents” established
by HUD as reasonable in relation to rents for comparable units in the arca.

_ Subsidy Contracts. The payment of subsidies under the Section 8 program is made pursuant to
two contracts entered into with respect to each development assisted under such program: an annual
contributions contract (the “ACC”) between HUD and the Contract Administrator, and the HAP Contract
between the Contract Administrator and the owner. The ACC obligates the United States to provide
funds to the Contract Administrator with which to make monthly housing assistance payments to the
owner pursuant to a HAP Contract. . ‘

It is useful, in discussing the project-based Section 8 Program to distinguish between contracts
executed under the 1937 Housing Act and the Regulations prior to 1997 which have not yet expired for
the first time (“Original Contracts™), and contracts under the 1937 Housing Act and the Regulations
which have been renewed generally subsequent to 1997 (“Renewal Contracts™). This distinction is of
significance as a consequence of the amendments to the 1937 Housing Act which went into effect
beginning in 1997.

The ACC establishes the maximum annual amount of the housing assistance payments to be
made by HUD for the account of the mortgagor of a development. This amount may not exceed the total
of the initial contract rents and utility allowances for the eligible units in a development and any
administrative fee. For projects under the Original Contracts, if the amount of housing assistance
payments actually disbursed under an ACC in any given year is less than the total available amount, some
or all of the excess (including an amount equal to the portion of the contract rents payable by the tenants)
is required to be set aside by HUD in a “project account” for the particular development and will be
available in future years to fund increases in contract rents for the development, decreases in family
incomes or other costs authorized or approved by HUD. In the event that previously appropriated
amounts are not sufficient to meet HUD’s contractual obligations to the Section 8 Developments, HUD is
required by applicable Section 8 provisions to take such additional steps authorized by subsection (c)(5)
of Section 8 of the 1937 Housing Act as may be necessary to obtain funds to assure that payment will be
adequate to cover increases in contract rents and decreases in tenant payments. Under subsection (c)(5)
of Section 8: “[t}he Secretary [of HUD] shall take such steps as may be necessary, including the making
of contracts for assistance payments in amounts in excess of the amounts required at the time of the initial
renting of dwelling units, the reservation of annual contributions authority for the purpose of amending
housing assistance contracts, or the allocation of a portion of new authorizations for the purpose of
amending housing assistance contracts, to assure that assistance payments are increased on a timely basis
to cover increases in maximum monthly rents or decreases in family incomes.”
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In practice until recently, HUD has sought and received amendment authority from Congress
sufficient to enable it to discharge its obligations under the HAP Contracts and the ACCs. During 2007, a
revision in HUD’s interpretation of its outstanding contracts coupled with the amount of appropriations

“available led to many late payments to owners while HUD made adjustments. See “Late Payments in
2007 below. :

The HAP Contract provides for housing assistance payments with respect to a dwelling unit
covered by the HAP Contract on the condition that such unit is maintained according to the requirements
of the HAP Contract and is occupied by an eligible tenant. An ACC remains in effect for as long as a
~ HAP Contract is in effect.

Adjustment of Subsidy Amounts. FEach HAP Contract provides for certain adjustments i
contract rents. With respect to Original Contracts, HUD publishes at least annually an Annual
Adjustment Factor (“AAF™), which is intended to reflect changes in the fair market rent established in the
housing area for similar types and sizes of dwelling units; interim revisions may be made where market
conditions warrant. Upon request from the owner to the Contract Administrator, the AAF is applied on
the anniversary date of each HAP Contract to contract rents, provided that no adjustment shall result in a
material difference between the rents charged for subsidized and comparable non-subsidized dwelling
units except to the extent that the differences existed with respect to the contract rents set at HAP Contract
execution or cost certification where applicable. (The difference that existed between the contract rent for
a unit at HAP Contract execution and the rent on comparable unassisted units is generally referred to by
HUD as the “initial difference” in contract rents.) In addition, provision is made in the regulations for
special additional adjustments to reflect increases in actual and necessary expenses of owning and
meintaining the subsidized units which have resulted from substantial general increases in real property
taxes, assessments, utility rates and utilities not covered by regulated rates, if the owner demonstrates that
the automatic annual adjustments have not provided adequate compensation. Under current law (Section
8(c)(2)(C) of the 1937 Housing Act), “[t]he Secretary may not reduce the contract rents in effect on or
after April 15, 1987, for newly constructed, substantially rehabilitated, or moderately rehabilitated
projects assisted under the section ... unless the project has been refinanced in a manner that reduces the -
periodic payments of the owner.” '

Notwithstanding the foregoing, if the contract rents for a development exceed the applicable
HUD fair market rents, then contract rents cannot be increased beyond comparable market rents (plus the
initial difference) as determined by independent appraisals of at least three comparable local
developments submitted by the owner. In addition, the AAFs for Section 8 units which experienced no
turnover in tenants since their preceding HAP Contract anniversary date shall be one percentage point less
than the AAFs that would otherwise apply. :

With respect to Renewal Contracts, the HAP Contract will, in most cases, provide for annual
adjustments in contract rents based upon an Operating Cost Adjustment Factor (OCAF). The OCAF is
intended to reflect increases in the cost of operating comparable rental properties, which may or may not
correspond to circumstances affecting a particular Section 8 Project. HAP Contracts renewed for terms
longer than one year will be subject to Congressional appropriations, which may not be available. HUD’s
provision of such amendments and renewals was partially disrupted for a temporary period during 2007,
when HUD determined appropriations available at the time to be inadequate to fulfill all such needs. For
further discussion of that situation, see “Late Payments in 2007” below. The President’s March I, 2013
sequestration order pursuant to the Budget Control Act of 2011 and the American Taxpayer Relief Act of
2012 (the “2013 Federal Sequestration Order”) resulted in a reduction of appropriations for the fiscal year
ending September 30, 2013 for housing assistance payments under Renewal Contracts, which HUD
implemented by funding certain Renewal Contracts for less than twelve months from such fiscal year’s
appropriations. The failure of the Congress to timely appropriate sufficient funds to pay subsidies
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pursuant to Renewal Contracts in any year, including payments requiring appropriations early in a fiscal
year as a result of partial year funding in a prior year, could have an adverse impact on the ability of the
related Section 8 Projects to pay debt service. In addition, the prohibition on adjustments that would
lower contract rents, explained above, does not apply to HAP Contracts that are Renewal Contracts.

- Vacancies and Debt Service. Generally, the Section 8 subsidy is payable with respect to the

Compliance With Subsidy Contr.acts. The ACC and the HAP Contract each contain numerous

agreements on the part of the Contract Administrator and the owner concerning, among other things,
maintenance of the development as decent, safe and sanitary housing and compliance with a number of -
requirements typical of Federal contracts (such as non—discrimination, equal employment opportunity,
relocation, pollution control and labor standards) as to which non-compliance by the owner may result in
abatement by HUD or the Contract Administrator, as the case may be, of the payment of the Federal
subsidy, in whole or in part.

Housing assistance payments will continue as long as the owner complies with the requirements
of the HAP Contract and has leased the assisted units to an eligible tenant or satisfies the criteria for
receiving assistance for vacant units. The Contract Administrator, which has primary responsibility for
administering each HAP Contract subject to review and audit by HUD, subject to an opportunity by the
mortgagor to cure any default under the HAP Contract, may abate housing assistance payments and
Tecover overpayments pending remedy of the default If the default is not cured, the Contract
Administrator may terminate the HAP Contract or take other corrective action, in its discretion or as
directed by HUD. HUD has an independent right to determine whether the owner is in default and to take

corrective action and apply appropriate remedies.

If HUD determines that the Contract Administrator has failed to fulfill its obligations, HUD may,
after notice to the Contract Administrator giving it a reasonable opportunity to take corrective action,
require that the Contract Administrator assign to it all rights under the HAP Contract. In recent years,
HUD has placed increasing emphasis on assuring that Contract Administrators fulfill their obligations in
this respect.

Expiration of Subsidy Coﬁtracts. Until 1997, there was substantial uncertainty as to what would
happen to Section 8 developments upon the expiration of their HAP Contracts at the end of their terms.

HUD’s Fiscal Year 1998 Appropriations Act, Pub. L. 105-65, signed into law on October 27, 1997,
included within it the “Multifamily Assisted Housing Reform and Affordability Act of 1997” (as
amended several times thereafier, the “MAHRA”). Under the so-called Mark-to-Market program
established by MAHRA, many FHA-insured Section 8 projects with expiring HAP Contracts are eligible
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to receive continuing Section 8 assistance through contract renewals. Such Renewal Contracts may have
terms from one to twenty years, subject to Congressional appropriations. As noted above, absent such
appropriations, there is no assurance that funds will be available under these contracts. Additionally,
FHA-insured Section 8 developments with expiring HAP Contracts and above-market rents may be
eligible for restructuring plans and, upon restructuring, to receive continuing Section 8 assistance
pursuant to contracts subject to Congressional appropriations. These restructuring plans may include
partial or full prepayment of mortgage debt intended to’ reduce Section 8 rent levels to those of
comparable market rate properties or to the minimum level necessary to support proper operations and
maintenance, and in certain cases is designed to result in a change from “project-based” to “tenant-based”
Section 8 payments. MAHRA provides, however, that no restructuring or renewal of HAP Contracts will
oceur if the owner of a project has engaged in material adverse financial or managerial actions or
omissions with respect to that project or other Federally assisted projects, or if the poor condition of the
project cannot be remedied in a cost effective manner.

Although the primary focus of the Mark-to-Market Program is developments that have FHA-
insured mortgages with terms ranging from 30 to 40 years and which have- HAP Contracts with
substantially shorter terms, MAHRA contained distinct mortgage restructuring and HAP Contract
renewal and contract rent determination standards for Section 8 developments for which the primary
financing or mortgage insurance was provided by a state or local government, or a unit or instrumentality
of such government. Such projects, including the Section 8 Developments, were, under MAHRA,
excluded from restructuring and instead are eligible for renewals at the lesser of (i) existing rents,
adjusted by an operating cost adjustment factor established by HUD, (ii) a budget-based rent, or (iii) in
the case of certain “moderate rehabilitation” Section 8 assistance contracts, the lesser of (x) existing rents,
adjusted by an operating cost factor determined by HUD, (y) existing fair market rents (less any amounts
allowed for tenant purchased utilities), or (z) comparable market rents for the market area. Under current
HUD policy, existing fair market rents for moderate rehabilitation projects means 120% of HUD’s
published existing fair market rents.

Although initially exempt from restructuring, the 1999 amendments to MAHRA made Section 8
developments with FHA-insured mortgages for-which the primary financing was provided by a unit of
state or local government subject to the Mark-to-Market program unless the implementation of a
mortgage restructuring plan would be in conflict with applicable law or agreements governing such
financing. The 1999 amendments also provide for a new program for preservation of Section 8
developments that allows increases in Section 8 rent levels for certain Section 8 developments (including
Section 236 Developments which also have project-based HAP Contracts) that have below market rents,
to market-rate or near market-rate levels. :

Contract rents available upon any renewal may be significantly lower than the current Section 8
contract rents in the Section 8 Developments, and the corresponding reduction in housing assistance
payments for such Developments would materially adversely affect the ability of the Mortgagors of such
Developments to pay the currently scheduled principal and interest on the related Mortgage Loans. Any
termination or expiration of HAP Contracts without renewal or replacement with other project-based
assistance (whether due to enactment of additional legislation, material adverse financial or managerial
actions by a Mortgagor, poor condition of the project or other causes) would also have a material adverse
impact on the ability of the related Section 8 Developments to generate revenues sufficient to pay the
currently scheduled principal of and interest on the related Mortgage Loans. See “Appendix D-1—
Developments and Mortgage Loans Outstanding under the Program” for a description of the Mortgage
Loans and the expiration dates of the HAP Contracts. While MAHRA generally allows mortgagors to
renew HAP Contracts (absent certain material adverse conduct or conditions), mortgagors are not
required to renew HAP Contracts beyond their initial expiration or the expiration of a renewal term.
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A reduction in Section 8 contract rents or the termination or expiration of the HAP Contract
(without renewal or replacement with other project-based assistance, or without prepayment, forgiveness,
write-down or refinancing as described below), as described in the previous paragraphs, could thus result
in a default under the Mortgage Loan for the related Section 8 Development. Nonetheless, if any or all of
such Mortgage Loans were to default, FHA Insurance or other Supplemental Security benefits received
by the Corporation or proceeds from enforcement actions (including foreclosure) regarding those
Mortgage Loans not subject to Supplemental Security, together with monies held in the Accounts under
or pursuant to the General Resolution, including the Debt Service Reserve Account, are expected to be
sufficient to redeem, pursuant to a special redemption from Recoveries of Principal, an allocable portion
of certain Bonds in the event the Corporation is required or elects to redeem Bonds with such funds. For
a list of the Series of Bonds Outstanding under the General Resolution with respect to which cross-calls
into the Series are not permitted and/or cross-calls out of the Series are not permitted, see “Appendix
D-5—Cross-Call Provisions and Related Information.” For additional information regarding the Bonds
Outstanding, see “BONDS OUTSTANDING UNDER THE PROGRAM?” in Part II of this Official
Statement. Moreover, in the event of such partial redemption, sufficient monies are expected to be
available from the remaining Mortgage Loans, the Debt Service Reserve Account and earnings on all
monies held in the Accounts maintained under the Resolutions to continue to make timely payments of
scheduled principal of and interest on the remaining Outstanding Bonds. '

The restructuring plans established by MAHRA referred to above, as a general matter,
- contemplate restructuring FHA -insured mortgage loans on certain Section 8 projects through a nondefault
partial or full prepayment of such loans. Nondefault partial or full prepayment or similar forgiveness or
write-down of mortgage debt pursuant to a restructuring of these Mortgage Loans could result in the
special redemption from Recoveries of Principal of an allocable portion of certain Bonds at any time with
the proceeds the Corporation receives from any such prepayment, forgiveness or write-down. In addition,
the Mortgagors of these Mortgage Loans could opt to refinance their Mortgage Loans in full, pursuant to
Section 223(a) (7) of the National Housing Act, which could also result in the special redemption from
Recoveries of Principal of an allocable portion of certain Bonds at any time with the proceeds the
Corporation receives from any such refinancing. For a list of the Series of Bonds Outstanding under the
General Resolution with respect to which cross-calls into the Series are not permitted and/or cross-calls
out of the Series are not permitted, see “Appendix D-5-—Cross-Call Provisions and Related Information.”
For additional information regarding the Bonds Outstanding, see “BONDS OUTSTANDING UNDER
THE PROGRAM? in Part I of this Official Statement. See Appendix D-1 hereto for a description of the
Mortgage Loans and the expiration dates of the HAP Contracts,

Exception Projects Under MAHRA. MAHRA contains distinct mortgage restructuring and HAP
Contract renewal and contract rent determination standards for certain Section 8 projects which require
differentiation from the majority of developments. For example, one is the case noted above, in which
primary financing or mortgage insurance was provided by a state or local government, or a unit or
instrumentality of such government. A second important group of differentiated projects are those
{inanced under Section 202 of the Housing Act of 1959 that also received Section 8 HAP Contracts when
first constructed (“Section 202 Properties”).  Such projects are, under MAHRA, excluded from
restructuring and mark-down of their rents, and are known as “Exception Projects.” Exception Projects
are not involuntarily subject to mark-down to market, i.¢. the rents may not be reduced below a level upon
renewal or prepayment which would not provide the property with funds sufficient fo operate the property

under the other renewal options discussed above, but in so doing risks losing the Exception Project
designation. For some Section 202 Properties with below market rents this could be a viable option; any
contemplation of this would need to be analyzed on a case by case basis. Section 202 Properties are
Exception Projects and are statutorily eligible for renewals at the lesser of (i) existing rents, adjusted by
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an OCAF or (ii) a budget-based rent. Recent legislation and regulations facilitate the refinancing of
Section 202 Properties. HUD has recently published final Regulations for the refinancing and
rehabilitation of financed and constructed developments under Section 202 with Section 8 subsidies.

No Assurance as to Congressional Action. The HAP Contracts for most of the Section 8
Developments expire or have expired prior to the respective maturity dates of the related Mortgage Loans.
Since payments received under the HAP Contracts constitute a primary source of revenues for the related
Developments, the expiration of the HAP Contracts (without renewal or replacement) — whether Original
Contracts or Renewal Contracts — would have a material adverse impact on the ability of the related
Developments to generate revenues sufficient to pay the principal of and interest on the related Mortgage
Loans. There can be no assurance that the HAP Contracts will be renewed or replaced or fully funded.
Since 1997, MAHRA has been changed in a variety of ways and is always subject to Congressional
reconsideration. In the event of the expiration of one or more of the HAP Contracts (without renewal or
replacement), there is a likelihood of a default on one or more of the related Mortgage Loans. In the case
of Section 8 Developments with FHA Mortgage Loans, the Mortgage Loan(s) would be assigned to FHA
for FHA Insurance benefits. Upon receipt of such FHA Insurance or other Supplemental Security
benefits or proceeds received from enforcement actions (including foreclosure) of a defaulted Mortgage
Loan not subject to supplemental security, the Corporation may elect to redeem an allocable portion of
certain Bonds. For a list of the Series of Bonds Outstanding under the General Resolution with respectto
which cross-calls into the Series are not permitted and/or cross-calls out of the Series are not permitted,

e “Appendix D-5—Cross-Call Provisions and Related Information.” For additional information
regarding the Bonds Outstanding, see “BONDS OUTSTANDING UNDER THE PROGRAM” in Part II
of this Official Statement. See Appendix D-1 hereto for the date of expiration of the HAP Contracts.

Late Payvments in 2007. During 2007, a revision by HUD in its legal interpretation of its Section
8 renewal contracts led HUD to conclude that it only could stay within appropriated funding levels by
amending renewal contracts to more explicitly allow for partial-year funding of those contracts. As a-
result of the time it took to implement this change, many fiscal 2007 payments were not paid on time.
While HUD allowed owners to take steps such as borrowing against project reserves, some owners
indicated that the delayed payments caused late fees on mortgages or other bills or interruptions in service
at their properties.

HUD now has made the necessary contract changes to allow for partial-year renewal funding, but
has told Congress that further improvements are needed in its budgeting, contract management and
payment process. If future problems in these systems resulting from partial-year funding or otherwise
cause delayed subsidy payments, such delays could jeopardize owners’ ability to fulfill their mortgage
obligations in a timely fashion, and thus jeopardize amounts available for payment of the Bonds.

Use of Residual Receipts Reserves. Certain of the Developments participating in the Section 8
program described above may be the subject of HAP Contracts originally entered into pursuant to certain
revised HUD regulations that took effect in late 1979 or early 1980 (as applicable), which in each case
generally provide for excess operating income exceeding certain owner distribution limits to be held in a
reserve account (a “Residual Receipts Account™), to be used only for project purposes during the term of
the HAP Contract and to be returned to HUD upon termination of the HAP Contract.

Pursuant to a HUD policy with respect to such Developments effective for housing assistance
payments in November 2012 and thereafter, amounts in the Residual Receipts Account for such a
Development in excess of a specified level, equal to $250 multiplied by the number of Section 8 units in
the Development, are to be drawn on to fund Section 8 subsidy payments in lien of HUD-ﬁmded
payments until the Residual Receipts Account is reduced to such level.
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In addition, with respect to any Development subject to a HAP Contract that authorizes HUD to
require Residual Receipts Account deposits, the Consolidated Appropriations Act, 2014 provides that
amounts in the Residual Receipts Account that are in excess of an amount determined by HUD shall,
upon HUD’s request, be remitted to HUD so as to be available to fund subsidy payments under the
project-based Section 8 program generally,

Project-Based Voucher Programs. In addition to the project-based Section 8 program described
in the preceding paragraphs, the 1937 Housing Act and the Regulations grant certain state and local
housing agencies authority to establish programs (“Project-Based Voucher Programs”) pursuant to which
they may enter into HAP Contracts to provide assistance to projects that set aside units for lower income
families, using up to twenty percent of the funds they receive from HUD under annual contributions
contracts for the administration of the housing choice voucher program authorized by Section 8(0) of the
1937 Housing Act (the “Housing Choice Voucher Program™). Under Project-Based Voucher Programs,
as under the project-based Section 8 program described in the preceding paragraphs, HAP Contracts
provide for housing assistance payments to owners generally equal to the difference between specified
contract rents for covered units in a project and the respective tenants’ required contributions. However,
under a Project Based Voucher Program, rules concerning the establishment of initial contract rents, the
terms of periodic adjustment of contract rents (including whether reduction to levels below the initial
rents may occur), the availability of payments for vacant units, and the availability of renewal of 2 HAP
Contract upon expiration of its stated term, differ from the rules applicable to the project-based Section 8
program described in the preceding paragraphs and depend in part on the policies of the state or local
agency operating the Project-Based Voucher Program. The project-based HAP Contracts may only be for
terms up to 15 years each, and the state or local agency must determine whether renewal of the contracts
for terms of up to 15 years each is appropriate to continue providing affordable housing for lower income
families. A state or local agency’s obligations pursuant to a HAP Contract under its Project-Based
Voucher Program are subject to the annual appropriation by Congress and obligation by HUD of funds in
amounts sufficient to operate the Housing Choice Voucher Program, including the agency’s Project-
Based Voucher Program. The 2013 F ederal Sequestration Order resulted in a reduction of appropriations
for the fiscal year ending September 30, 2013 for the Housing Choice Voucher Program. No assurance
can be given that Congress will timely appropriate sufficient funds each year for the Housing Choice
Voucher Program to enable housing agencies.to make housing assistance payments pursuant to such HAP
Contracts.

Tenant-Based Housing Choice Vouchers. Pursuant to the Housing Choice Voucher Program
referred to in the preceding paragraph, funds appropriated by Congress are distributed by HUD to certain
state and local housing agencies under annual contributions contracts for the purpose of making housing
assistance payments to owners of housing units that eligible families who have been granted a voucher by
the agency have chosen to lease. A HAP Contract under the Housing Choice Voucher Program entered
into between the agency and the owner of the housing unit chosen by such a family generally provides for
housing assistance payments to such owner for the term of the family’s tenancy equal to the difference
between (a) an amount that is generally 30% of such family’s income (with certain adjustments and
subject to certain floor amounts) and (b) the lower of the rent payable under the family’s lease (with
certain adjustments) or a specified payment standard established by the agency in accordance with HUD
requirements. Such payments are subject to termination if, among other reasons, the respective family
moves out of the unit or the agency determines that sufficient funding is not available under its annual
contributions contract for continued assistance to families in the Housing Choice Voucher Program, and
are subject to reduction for reasons that include reduction in the size of the respective family or reduction
in the agency’s established payment standards. The 2013 Federal Sequestration Order resulted in a
reduction of appropriations for the fiscal year ending September 30, 2013 for the Housing Choice
Voucher Program. No assurance can be given that Congress will timely appropriate sufficient funds each
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year for the Housing Choice Voucher Program to enable housing agencies to make housing assistance
payments pursuant to such HAP Contracts.

Public Housing

. The 1937 Housing Act and the regulations thereunder provide that amounts appropriated by
Congress in any year for the public housing operating fund under Section 9 of such Act (“Section 97) are
to be allocated by HUD among eligible state and local public housing agencies according to a formula
that takes into account projections of the income from, and. standards for the costs of, operating and
managing the housing units assisted under the 1937 Housing Act (other than under the Section 8
program) (“Public Housing Units”) that are owned, operated or assisted by such agencies. Such
appropriated funds allocated to a public housing agency (“Public Housing Operating Subsidy”) are
provided to the agency pursuant to an annual contributions contract between HUD and the agency. Under
certain circumstances, a public housing agency may request that such annual contributions contract be
amended to permit use of Public Housing Operating Subsidy to pay eligible costs of operating and
managing Public Housing Units located within a property that is owned and operated by an entity other
than the agency (an “Owner Entity”) and to provide for capital assistance for such units from amounts
appropriated by Congress for the public housing capital fund under Section 9 and made available to the
agency by HUD (“Capital Fund Assistance”). An annual contributions contract so amended (an
“Amended ACC”) generally provides that, for the purpose of ensuring that Public Housing Units are
operated in accordance with applicable law, regulations and HUD pelicies in effect from time to time
(“Applicable Public Housing Requirements”), the Owner Entity shall enter into a regulatory and operating
agreement with the agency and shall enter info a declaration of covenants for the benefit of HUD
restricting use of the property by the Owner Entity and successive owners that is prior to any other
encumbrance of the property (collectively, together with the Amended ACC, “Mixed-Finance

Agreements”).

Among other provisions, Mixed-Finance Agreements with respect to Public Housing Units
owned by an Owner Entity generally (1) provide for allocation of a portion of the agency’s Public
Housing Operating Subsidy to such Public Housing Units, (2) require that Public Housing Units be
developed, operated and maintained in accordance with Applicable Public Housing Requirements,
" including requirements concerning occupancy by eligible lower income families (which may include
minimum requirements as to occupancy by families whose income does not exceed 30% of the median
income for the area as determined by HUD) and requirements concerning determination of rents, for a
period extending to the latest of 10 years beyond the end of the year in which Public Housing Operating
Subsidy is last provided by the agency, 20 years after any modernization using Capital Fund Assistance is
last completed and, in the case of Public Housing Units developed using Capital Fund Assistance, 40
years after the units become available for occupancy, (3) prohibit disposition of the Public Housing Units
before the expiration of such period, (4) require HUD consent prior to transferring or encumbering
interests in the Public Housing Units or in the Owner Entity, and (5) provide that, in the event of casualty
or condemnation with respect to the property in which the Public Housing Units are located, proceeds
shall be applied to restoration of the property to the extent feasible, and any reduction of the mumber of
units in the property shall neither reduce the percentage of units that are subject to Applicable Public
Housing Requirements nor (except in certain ciroumstances) reduce the number of units that are subject to
such requirements.

The 2013 Federal Sequestration Order referred to above under the heading “Section 8 Program”
resulted in a reduction of appropriations for the fiscal year ending September 30, 2013 for the public
housing operating fund under Section 9. No assurance can be given that Congress will timely appropriate
sufficient funds each year for the public housing operating fund to enable public housing agencies to
make Public Operating Subsidy available for such Public Housing Units.
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Corporation Programs

The following are descriptions of the general programmatic guidelines for the Corporation’s
programs below. Since inception, the Corporation has provided over $2,953,000,000 in subsidy loans
across all Mortgage Loan Programs, including the Multi-Family Housing Revenue Bond Program. See
“PART I—BOND PROGRAMS” above. Mayor de Blasio announced the City’s new housing plan,
Housing New York in May 2014, pledging to create and preserve 200,000 affordable housing units over
10 years. The Corporation is committed to help implement the plan through financing and subsidy

“programs such as ELLA, Preservation, Mixed Income, Mix and Match, Mixed Middle (M2) and the
Mitchell Lama Programs, described below. Variations from the guidelines are made from time to time.

Affordable Housing Permanent Loan Program

The Corporation’s Affordable Housing Permanent Loan Program (“AHPLP”) was intended to
make small permanent first mortgage loans on projects primarily developed under programs sponsored by
HPD. Generally, the maximum amount of each mortgage loan is $2,000,000 and does not exceed 60% of

- the combined mortgage loans from HPD or other-subordinated lenders. The Corporation services the
permanent first mortgage loan and the HPD subordinate mortgage loan. :

For each AHPLP construction mortgage loan, the Corporation entered into a buy-sell agreement

with the mortgagor’s construction lender. A minimum replacement reserve of $250 per unit is required.
It is expected that AHPLP permanent mortgage loans will not be secured by Supplemental Security.
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Low-Income Programs

The Corporation has established various programs to finance the construction, substantial
rehabilitation or moderate rehabilitation of affordable low-income housing in New York City which
would not otherwise be produced by the ordinary operations of private enterprise, as described below. '

Low-Income Affordable Marketplace Program '

The Cbrporation established the Low-income Affordable Marketplace Program (“LAMP”) to
finance the construction or substantial rehabilitation of developments where a minimum of 80%
of the units are affordable to households earning less than or equal to 60% of the area median
income.

LAMP projects are financed with a combination of a first construction and permanent mortgage
loan funded from tax-exempt bond proceeds, as of right 4% Federal tax credits and a second
mortgage loan funded from the Corporation’s reserves. Each development financed under LAMP

will be subject to a regulatory agreement restricting the rents to levels affordable to low income
households.

For each construction mortgage loan made with bond proceeds, the Corporation will require the
developer to post a bank letter of credit, guarantee or other security equal to the face amount of
such loan plus a specified interest reserve amount. The letter of credit may be drawn upon by the
Corporation if the developer fails to make scheduled payments of interest and principal on the
construction mortgage loan. Any amounts received by the Corporation under the letter of credit
are pledged to the holders of bonds issued under the General Resolution. . Following the
completion of construction and the fulfillment of certain other conditions, the Corporation will
release the letter of credit. The Corporation may seek mortgage insurance for all or a portion of
the principal balance of the permanent mortgage loans.

The second mortgage loan is a subordinate loan of up to $65,000 per unit provided at 1% interest
with fixed minimum payments of at least interest only.

Extremely Low & Low-Incmhe Affordabilitv Program

The Corporation established the Extremely Low & Low-Income Affordability Program
(“ELLA”) to finance the construction or substantial rehabilitation of multi-family rental housing
developments with approximately 40% of units affordable. to households earning less than or
equal to area median income levels between 30% and 50% with the balance of units affordable to
households earning less than or equal to 60% of the area median income. ELLA may also be used
" to finance projects, where up to 30% of the units are affordable to households earning above 60%
of the area median income and/or projects in which up to approximately 30% of the units are
reserved for formerly homeless households earning 30% of the area median income or less.

ELLA projects are financed with a combination of a first construction and permanent mortgage
loan funded from tax-exempt bond proceeds; as of right 4% Federal tax credits and a second
mortgage loan funded from the Corporation’s reserves. Each development financed under ELLA
will be subject to a regulatory agreement restricting the rents to levels affordable to low income
households.

* For each construction mortgage loan made with bond proceeds, the Corporation will require the
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developer to post a bank letter of credit, guarantee or other security equal to the face amount of
such loan plus a specified interest reserve amount. The letter of credit may be drawn upon by the
Corporation if the developer fails to make scheduled payments of interest and principal on the
construction mortgage loan. Any amounts received by the Corporation under the letter of credit
are pledged to the holders of bonds issued under the General Resolution. Following the ,
completion of construction and the fulfillment of certain other conditions, the Corporation will
release the letter of credit. The Corporation may seek mortgage insurance for all or a portion of
the principal balance of the permanent mortgage loans.

The second mortgage loan is a subordinate loan of up to $65,000 per unit provided at an interest
rate ranging between 1% and the Long-Term Applicable Federal Rate as determined when the
subordinate loan closed with fixed minimum payments of at least 1%.

Preservation Program (formerly known as the Low-Income Affprdable Marketplace’

Preservation Program)

The Corporation has established the Preservation Program (formerly known as the Low-income
Affordable Marketplace Préservation Program or “LAMP Preservation™) to finance the

. acquisition and moderate rehabilitation of multi-family rental housing developments affordable to
low-income or moderate-income households. Preservation projects are financed with a mortgage
loan funded from tax-exempt bond proceeds.and as of right 4% Federal tax credits or taxable
bond proceeds. In most cases, this program does not offer a second mortgage loan funded by the
Corporation.  Preservation developments are usually 100% income restricted with units

- affordable to low-income households earning up to 60% of the area median income or moderate-
‘income households earning between 80% and 165% of the area median income.

For some, but not all, Preservation construction mortgage loans made with bond proceeds, the
Corporation will require the developer to post a bank letter of credit, guarantee or other security
equal to the face amount of such mortgage loan plus a specified interest reserve amount. For such
construction mortgage loans, the letter of credit may be drawn upon by the Corporation if the
developer fails to make scheduled payments of interest and principal. Any amounts received by
the Corporation under a letter of credit are pledged to the holders of bonds issued under the
General Resolution. F. ollowing the completion of construction and the fulfillment of certain other
conditions, the Corporation will release any such letter of credit. The Corporation may seck
mortgage insurance for all or a portion of the principal balance of the permanent mortgage loans.

Mitchell-Lama Programs

The Mitchell-Lama program was enacted by the State in the mid-1950’s as a way to promote and
facilitate the construction of affordable rental and cooperative housing throughout New York State. The
law stated that after twenty years from the occupancy date, the mortgagor is allowed to prepay the
mortgage and release the affordability obligations of the program. To preserve such projects as affordable
housing and to prevent owners of these projects from leaving the Mitchell-Lama program, the
Corporation has developed the Mitchell-Lama Restructuring Program and the Mitchell-Lama Repair Loan
Program as described below.

Mitchell-Lama Restructuring Program

The Mitchell-Lama Restructuring Program preserves Mitchell-Lama projects as affordable
housing by refinancing existing mortgages. To refinance the mortgage loans the Corporation will
refund the existing bonds that financed or refinanced the original Mitchell-Lama development
loans by issuing longer term bonds and/or restructure the mortgagor’s existing mortgage loans.
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The Corporation restructures the existing mortgage loans into new mortgage loans which contain

an extended maturity date and a lower rate of interest. For certain developments, a new
 subordinate mortgage loan, which is subject to a residual right of ownership by the City, is made

with a reduced rate of interest, usually 0%, due as a balloon payment upon the retirement of the
© new senior mortgage loans.

Mitchell-L.ama Repair Loan Program

A significant number of the Mitchell-Lama developments are aging (each is between 35 and 50
years old) and are in need of significant repairs. The Corporation, under the Mitchell-Lama
Repair Loan Program, will provide -additional loans to these Mitchell-Lama projects with the
issuances of taxable bond proceeds These loans may be used to fund system modernizations,
capital improvements or repairs at the Mitchell-Lama developments. The Corporation oversees
the satisfactory completion of such modernizations, improvements and repairs.

Mixed, Middle and Moderate Income Pfograms

The Corporation has established various programs to finance the construction or substantial
rehabilitation of mixed, middle and moderate income bousing in New York City which would not
otherwise be produced by the ordinary operations of private enterprise, as described below.

Mixed Income Program

The Corporation established the Mixed Income Program to finance the construction of mixed-
income multi-family rental housing affordable developments with approximately 20% percent of
units affordable to households earning less than or equal to 60% of the area median income,
approximately 30% percent of units affordable to moderate to middle income households earning
between 80% and 165% of area median income and approximately 50% percent of units reserved
for market rate tenants.

The Corporation’s Mixed Income Program combines a first mortgage loan funded from tax-
exempt or taxable bond proceeds and a subordinate mortgage loan funded from the Corporation’s
reserves. Some projects also qualify for as of right 4% Federal tax credits. Each development will
be subject to a regulatory agreement restricting the rents to levels affordable to low, moderate and
middle income households, as applicable.

The Corporation will require the developer to post a bank letter of credit, guarantee or other
security equal to the face amount plus a specified interest reserve amount for each construction
loan financed under the Programs described below. The letter of credit may be drawn upon by the
Corporation if the developer fails to make scheduled payments of interest and principal on the
construction mortgage loan. Any amounts received by the Corporation under the letter of credit
are pledged to the holders of bonds issued under the General Resolution. Following the

completion of construction and the fulfillment of certain other conditions, the Corporation will
release the letter of credit. In certain cases, the Corporation will finance a first mortgage only.
The Corporation may seek mortgage insurance for all or a portion of the principal balance of the
permanent mortgage loans.

1I-F-41



The second mortgage loan is provided at principal amounts ranging between $65,000 to $85,000
per affordable unit with an interest rate ranging between 1% and the Long-Term Applicable
Federal Rate, as determined when the subordinate loan closed with fixed minimum payments of
at least 1%,

Mixed-Middle (M?2) Program

The Corporation established the Mixed-Middle (M2) Program to finance the construction of
mixed-income multi-family rental housing affordable developments with approximately 20%
percent of units affordable to households earning less than or equal to 50% of the area median
income, approximately 30% percent of units affordable to moderate-income houscholds earning
between 80% and 100% of area median income and approximately 50% must be affordable to
middle-income households earning between 130% and 165% of the area median income.

The Corporation’s Mixed-Middle (M2) Program combines a first mortgage loan funded from tax-
exempt or taxable bond proceeds and a subordinate mortgage loan funded from the Corporation’s
reserves. Some projects also qualify for as of right 4% Federal tax credits. Each development will
be subject to a regulatory agreement restricting the rents to lewels affordable to low, moderate and
middle income households, as applicable.

The Corporation will require the developer to post a bank letter of credit, guarantee or other
security equal to the face amount plus a specified interest reserve amount for each construction
loan financed under the Programs described below. The letter of credit may be drawn upon by the
Corporation if the developer fails to make scheduled payments of interest and principal on the
construction mortgage loan. Any amounts received by the Corporation under the letter of credit
are pledged to the holders of bonds issued under the General Resolution. Following the
completion of construction and the fulfillment of certain other conditions, the Corporation will
release the letter of credit. In certain cases, the Corporation will finance a first mortgage only.
The Corporation may seek mortgage insurance for all or a portion of the principal balance of the
permanent mortgage loans.

The second mortgage loan is provided at principal amounts ranging between $85,000 to $95,000

per affordable unit with an interest rate ranging between 1% and the Long-Term Applicable
Federal Rate, as determined when the subordinate loan closed with fixed minimum payments of
at least 1%,

Mix and Match Prograni

The Corporation established the Mix and Match Program to finance the construction of mixed-

income multi-family rental housing affordable developments with approximately 50% percent of

units affordable to households earning less than or equal to 60% of the area median income and

approximately 50% percent of units affordable to moderate-income households earning between
80% and 165% of area median income.

The Corporation’s Mix and Match Program combines a first mortgage loan funded from tax-
exempt or taxable bond proceeds and a subordinate mortgage loan funded.-from the Corporation’s
reserves. Some projects also qualify for as of right 4% Federal tax credits. Each development will
be subject to a regulatory agreement restricting the rents to levels affordable to low moderate and
middle income households, as applicable.
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The Corporation will require the developer to post a bank letter of credit, guarantee or other
security equal to the face amount plus a specified interest reserve amount for each construction
loan financed under the Programs described below. The letter of credit may be drawn upon by the
Corporation if the developer fails to make scheduled payments of interest and principal on the
construction mortgage loan. Any amounts received by the Corporation under the letter of credit
are pledged to the holders of bonds issued under the General Resolution. ~ Following the
completion of construction and the fulfillment of certain other conditions, the Corporation will
release the letter of credit. In certain cases, the Corporation will finance a first mortgage only.
The Corporation may seek mortgage insurance for all or a portion of the principal balance of the
permanent mortgage loans.

The second mortgage loan is provided at principal amounts ranging between $40,000 to $105,000
per affordable unit with an interest rate ranging between 1% and the Long-Term Applicable
Federal Rate, as determined when the subordinate loan closed with fixed minimum payments of
at least 1%.

New Housing Opportunities Program

The Corporation established the New HOP Program to finance the construction of multi-family
rental housing affordable developments with units affordable to moderate to middle income
households earning between 80% and 165% of area median income. -

The Corporation’s New HOP Program combines a first mortgage loan funded from tax-exempt or
taxable bond proceeds and a subordinate mortgage loan funded from the Corporation’s reserves.
Each development will be subject to a regulatory agreement restricting the rents to levels
affordable to low, moderate and middle income households, as applicable.

The Corporation will require the developer to post a bank letter of credit, guarantee or other
security equal to the face amount plus a specified interest reserve amount for each construction
loan financed under the Programs described below. The letter of credit may be drawn upon by the
Corporation if the developer fails to make scheduled payments of interest and principal on the
construction mortgage loan. Any amounts received by the Corporation under the letter of credit
are pledged to the holders of bonds issued under the General Resolution. Following the
completion of construction and the fulfillment of certain other conditions, the Corporation will
release the letter of credit. In certain cases, the Corporation will finance a first mortgage only.
The Corporation may seek mortgage insurance for all or a portion of the principal balance of the
permanent mortgage loans.

The second mortgage loan is generally provided with an interest rate of 1% with fixed minimum
payments of at least interest only.

Participation Loan Program

The Participation Loan Program (“PLP”) was established by HPD in 1977 pursuant to Article XV
of the Private Housing Finance Law of the State of New York. PLP is designed to increase accessibility
to mortgage capital for the rehabilitation of privately owned multi-family housing in the City of New
York. HPD administers PLP which provides mortgage financing for the rehabilitation of such housing at
below-market interest rates. PLP developments may include units which are affordable to multiple
income tiers but generally no higher than a level affordable to households earning 120% AML
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HPD may only make a loan pursuant to PLP if another bona fide lender, such as the Corporation,
also lends a portion of the funds necessary to complete the rehabilitation of the project. HPD’s PLP loans
are typically secured by subordinate mortgages. Currently, the Corporation holds certain first position
Mortgage Loans (some of which benefit from Supplemental Security) assisted under PLP and also holds
subordinate Mortgage Loans originally funded under PLP.

‘ In addition, Federal HOME funds available under the Housing and Community Development Act
of 1992 are administered by HPD which provides mortgage financing for the rehabilitation and certain
new construction of privately owned multi-family housing in the City of New York at nominal interest
rates. HPD may make such a loan if non-Federal matching funds are available.

Article 8-A Loan Program

The Article 8-A Loan Program (“Article 8-A”) was established in 1970 pursuant to the Private
Housing Finance Law of the State of New York. Article 8-A is available to owners of privately owned
multi-family housing developments if: (i) each dwelling unit in such development is available at rents
affordable to low- and moderate- income persons or families and (ii) such owner is unable to obtain
financing from the private sector. Article 8-A loan proceeds may be used to eliminate any substandard or
unsanitary condition at a development, or for replacement or rehabilitation of systems at a development or
other improvements necessary to prolong the useful life of a development. An Article 8-A development
may include units which are affordable to multiple income tiers but generally no higher than a level
affordable to households earning 120% AML

HPD administers Article 8-A which provides mortgage financing for the rehabilitation of such
housing at below-market interest rates. Article 8-A loans are typically secured by subordinate mortgages.

§421-a Negotiable Certificate Program

HPD’s §421-a Negotiable. Certificate Program (the “Certificate Program™) was designed to link
the creation of market rate multi-family housing in certain areas of the City of New York (the
“Geographic Exclusion Zone”) with the development of low income housing in other areas of New York
City. In general, newly constructed multi-family housing in the Geographic Exclusion Zone was not
eligible to receive any real estate tax exemption unless the developer of such housing either (i) set aside at
least 20% of the units in such projects for low income households or (ii) purchased §421-a Negotiable
Certificates from other developers who have constructed or rehabilitated low income housing in other
areas of the City of New York (“off-site projects” or “off-site units”) pursuant to the rules and regulations

_of the Certificate Program. The Certificate Program generally permitted HPD to grant five §421-a
Negotiable Certificates for each off-site low income unit created under the Certificate Program. In turn,
each §421-a Negotiable Certificate allowed the developer of a market rate unit in the Geographic
Exclusion Zone to receive a 10-year phased exemption from any increase in such market rate unit’s
assessed value relating to the construction of such market rate unit. The 10-year phased real estate tax
exemption increased the value of the market rate Geographical Exclusion Zone unit. Therefore, the
developer of the market rate unit paid the developer of the off-site unit to be able to receive and utilize the
§421-a Negotiable Certificates that was generated by the off-site low income project. The program was
authorized by §421-a of the New York Real Property Tax Law which has since been amended.

Low Income Rental Program

Under the Low Income Rental Program (“LIRP”), as administered by HPD, sponsors construct or
rehabilitate multi-family units in order to create affordable multi-family developments in which 30% of
the units for formerly homeless families and the remaining units to be reserved for households earning
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less than or equal to 60% of the New York City area median income. Under LIRP, HPD will provide a
direct subsidy of up to $75,000 per unit. The funds from HPD are advanced through a below-market,
fixed interest rate loan for a maximum term of 30 years.

LIRP is used to leverage construction and permanent financing from‘private institutional lenders
and from other public sources including the Corporation and the State. LIRP loans are typically secured
by subordinate mortgages. LIRP may be combined with other Subsidy Programs, including the Certificate
Program. :

New York State Housing Trust Fund Corperation Programs

The New York State Housing Trust Fund Corporation (“HTF”), a public benefit corporation
which operates under the aegis of the Division of Housing and Community Renewal (“DHCR”), has two
initiatives involving tax exempt bond financing: the Homes For Working Families Initiative (“HWFI”)
and the Senior Housing Initiative (“SHI”). Under both programs, HTF assistance of up to $35,000 per
unit will be provided in the form of low or deferred interest mortgages for affordable housing projects.

Through HWFI, DHCR provides subordinate permanent financing at an interest rate of 1% to
private developers for the new construction or substantial rehabilitation of affordable rental housing
projects. Under HWFI, 100% of the units must be affordable to households earning less than 60% of area
median income. At least 50% of project cost must be financed by tax-exempt bonds issued under Section
142 of the Internal Revenue Code in order to enable the projects to qualify for Federal low-income
housing tax credits. . : '

Pursuant to SHI, DHCR provides subordinate permanent financing at an interest rate of 0% to 1%
to not-for-profit developers for the new construction or ‘substantial rehabilitation of affordable rental
housing for the elderly. Under SHI, occupancy is limited to seniors, defined as households headed by a
person 60 years of age or older. Approximately 20% of the units in a project assisted through the SHI
must be affordable to households earning less than 50% of area median income.

- General Municipal Law Article 16

Article 16 of the General Municipal Law, Section 690 et seq. authorizes certain municipalities in
the State, including the City, to make grants or loans (i) to the owner of any property that is part of an
urban development action area project (as defined in such law) for the purpose of rehabilitation of an
existing private or multiple dwelling, (ii) for the purpose of providing site improvements, or (iii) for the
purpose of providing for other costs of construction for the development of private and multiple dwelling
housing accommodations. Any loan made in accordance with this section shall be secured by a note and
mortgage. In the case of a loan for the purpose of providing rental housing for persons of low income, the
rental development must be subject to a regulatory agreement limiting profits and rentals charged.

With regard to the Mortgage Loans financed or expected to be financed by the Corporation which
are subsidized through General Municipal Law, Article 16, the initial feasibility of these Developments
was determined by the Corporation, HPD and a conventional construction lender. HPD’s General
Municipal Law, Article 16 permanent loan is subordinate to the Corporation’s Mortgage Loan.and both
loans are not secured by Supplemental Security. In the event of a default on the Corporation’s Mortgage
Loan, any proceeds resulting from a foreclosure which might result from such default would be applied to
satisfy the Corporation’s Mortgage Loan prior to HPD’s General Municipal Law, Article 16 loan.
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Housing Development Grant Program

Pursuant to the Housing Development Grant (“HoDAG™) Program, which was authorized by
Section 17 of the 1937 Housing Act, HUD made grants to localities for rental housing projects within
such localities’ respective jurisdictions. HPD received such a grant for certain of the Developments and
utilized the funds provided by HUD to make a second unsecured mortgage loan. During the term of the
HoDAG second uninsured mortgage loan made to the Mortgagor by HPD, the Mortgagor is required to
comply with certain HoODAG Program requirements, including restrictions relative to the occupancy of
certain- units by low income tenants. If HoDAG Program requirements are not adhered to by the
Mortgagor of the Development which received the HoDAG funds, the Mortgagor is required to repay
HPD the amount of HoDAG grant funds, subject to certain adjustments. HUD may require the City to
refund the grant monies. While no payments are due on this second position permanent loan during the
term of the applicable Mortgage Loan, upon a violation of the HoODAG Program requirements by the
Mortgagor, the City may then proceed to enforce its right to collect such grant monies from the
Mortgagor.

Housing Assistance Corporation Programs

The Housing Assistance Corporation (“HAC”) is a public benefit corporation of the State
established pursuant to Section 654-b of the Act as a subsidiary of the Corporation. HAC is to continue
in existence until terminated by law; provided, however, that no such termination shall take effect as long.
as its obligations remain outstanding. The payments and funds of HAC are not considered to be assets of
the Corporation and are not pledged under the Resolutions.

HAC is empowered to receive monies from any source, including, but not limited to, the
Corporation, the City or the State, for the purpose of assisting rental developments to maintain rentals
affordable to low and moderate income persons for whom the ordinary operation of private enterprise
cannot supply safe, sanitary and affordable housing accommodations. In order to accomplish this
objective, HAC may transfer, lend, pledge or assign these monies to any rental development (and may
enter into agreements for such purposes with mortgagors of rental developments) or assist the Corporation
in financing such developments. :

HAC provides monthly rental assistance payments pursuant to a Tenant Assistance Contract
(“TAC”). See “Appendix D-1—Developments and Mortgage Loans Outstandmg under the Program” for
the date of expiration of the TACs.

HPD Mix & Match Program

Under the HPD Mix & Match program (“HPD Mix and Match”), formerly known as Mixed
Income Rental Program (“MIRP”) and Multifamily Initiative Program (“Multifamily Initiative™), as
administered by HPD, sponsors construct or rehabilitate multi-family developments with a range of
affordability tiers. The HPD Mix and Match Program may include approximately 40%-60% of units
which are affordable to households earning up to 60% of AMI and the other 40%-60% of units which are
affordable to moderate and/or middle income households earning up to 130% of AMI. The funds from
HPD are advanced through a below-market, fixed interest rate loan for a maximum term of 30 years.

HPD Mix & Match is used to leverage construction and permanent financing from private
institutional lenders and from other public sources including the Corporation and the State. HPD Mix &
Match loans are typically secured by subordinate mortgages. HPD Mix & Match may be combined with

other Subsidy Programs.
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Third Party Transfer Program

The Third Party Transfer Program (“TPT”), as administered by HPD, is designed to allow
qualified sponsors to purchase distressed multi-family properties in order to rehabilitate and preserve
those properties. The TPT Program may include units which are affordable to multiple income tiers but
no higher than a level affordable to households earning 130% AMI. The funds from HPD are advanced
through a below-market, fixed interest rate loan for a maximum term of 30 years.

HPD’s. TPT loans are used to leverage construction and permanent financing from private
institutional lenders and from other public sources including the Corporation and the State. TPT loans are
typically secured by subordinate mortgages and may be combined with other Subsidy Programs.

HUD Multifamily Program

The HUD Multifamily Program, as administered by HPD, is designed to rehabilitate and preserve
privately-owned HUD-assisted rental housing in New York City. HUD-assisted rental housing includes
properties where a majority of the units are covered by a form of project-based rental assistance including
various types of Housing Assistance Payment contracts and/or properties that received federal subsidies
through programs including the HUD 202 or 236 programs.

The HUD Multifamily Program combines tax exemptions and/or low interest loans at below
market interest rates with traditional bank, federally-insured or tax exempt bond financing products.
Projects may also be eligible for Federal Low Income Housing Tax Credits (“LIHTC”).

Tncome levels for units in the HUD Multifamily Program are tied to the subsidy program that is in
place for the project. All units are subject to rent stabilization laws following rehabilitation. There is a
required homeless preference of 20% for all unit vacancies.

Cornerstone Program

Established in 2000, the Cornerstone Program was an HPD multifamily new construction
initiative designed to facilitate the construction of mixed income housing on City-owned land. The
Cornerstone Program utilized a variety of funding sources including HPD’s Low and Mixed Income
Programs, the Corporation’s NewHOP program, LAMP program, and its former Affordable Cooperative
Housing Program, New York State’s Affordable Housing Corporation (“AHC”), Housing Trust Fund
(“HTF”) and Homes for Working Families Program (“HWF”), and the New York City Housing
Partnership Development Corporation. Fifty-one sites were awarded through four rounds of the
Cornerstone Program for a total of over 4,000 units.
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